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The iPad 



linked nature of the web were sacrificed. Apps were not as easily linked 
or searchable. Because the iPad allowed the use of both apps and web 
browsing, it was not at war with the web model. But it did offer an 
alternative, for both the consumers and the creators of content. 

Publishing and Journalism 

With the iPod, Jobs had transformed the music business. With the 
iPad and its App Store, he began to transform all media, from publish- 
ing to journalism to television and movies. 

Books were an obvious target, since Amazon's Kindle had shown 
there was an appetite for electronic books. So Apple created an iBooks 
Store, which sold electronic books the way the iTuncs Store sold songs. 
There was, however, a slight difference in the business model. For the 
iTunes Store, Jobs had insisted that all songs be sold at one inexpensive 
price, initially 99 cents. Amazon's Jeff Bezos had tried to take a similar 
approach with ebooks, insisting on selling them for at most $9.99. Jobs 
came in and offered publishers what he had refused to offer record 
companies: They could set any price they wanted for their wares in the 
iBooks Store, and Apple would take 30%. Initially that meant prices 
were higher than on Amazon. Why would people pay Apple more? 
"That won't be the case," Jobs answered, when Walt Mossberg asked 
him that question at the iPad launch event. "The price will be the 
same." He was right. 

The day after the iPad launch, Jobs described to me his thinking 
on books: 

Amazon screwed it up. It paid the wholesale price for some books, but 
started selling them below cost at 19.99. The publishers hated that — 
they thought it would trash their ability to sell hardcover books at 128. 
So before Apple even got on the scene, some booksellers were starting 
to withhold books from Amazon. So we told the publishers, "We'll go to 
the agency model, where you set the price, and we get our 30%, and yes, 
the customer pays a little more, but thats what you want anyway" But 
we also asked for a guarantee that if anybody else is selling the books 



"Amazon screwed it up. It paid the 
wholesale price for some books, but 
started selling them below cost at 
$9.99. The publishers hated that. 



"So we told the publishers, 'We'll go 
to the agency model, where you set 
the price, and we get our 30%, and 
yes, the customer pays a little more, 
but that's what you want anyway.'" 



/ 



Subject Books - Publisher Update 
Dite: Tac, 1 5 Dee 2009 21:29:33 
['iij-v Cskiy Die <cito-i dapple jtam> 
To: Kkvc rolis <jfui>s«*applejcom> 

Bet: Kevin Saul <kswHBapple«on>. Kci:l- M-.vivi <l-mii!ivTV- d rpJc.;oai> 
M*SSJge-ID: <E70S0raB-0W i/i.n) Slt«: 'V^iWinniW :i|i r ltx-cm> 
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* redownloads are fine 

* digital wholesale prices are the same as the physical product - roughly 50% of suggested retail 
price 

* asked about and are interested in doing bundles, especially for series 

» interested in including extra material (video, audio, images) as part of deluxe editions 

* open to promotional opportunities to introduce ebooks 

* pre-order up to 6 months ahead of book launch 

* very happy with level of sales reporting we can provide, which is bctier ihan Airiuy.oii 

* Amazon is definitely not liked much because of selling below cost for NYT Best Sellers and not 
being upfront on their deal with them (e.g .didn't know about text to speech) 

+ Amazon customer mostly all over 45 years old 

* Google was either not liked or indifferent: no one views them as a serious ebook commerce 
partner; with new settlement being proposed any book in print must opt-in and Google can only 
show 20% of the con "en; i-. more of a preview 



anyways) 
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* everyone is interested in ail campaign that is co -funded; biggest issue is they have very small 
generic marketing funds since they can't charge it back to an author; will think more about the 
implications but want to doit 



Here is -,(>rnc publisher specific <[:U;i 
Hatchelte 

• Unhappy with $9.99 price point, one of three major publishers to announce its intention to hold 
back ebooks at time of hardcover release (up to four months). Other two publishers are Simon & 
Schuster and HarperCollins 

• Very open to the idea of window of exclusivity for higher priced new release content 
■ Looking for to propose price points 
= .ik lilies available :i< irHuuks 

* very much focused on bestsellers 

* their content is delivered by third -party company based on Austin (also shared by two other major 
publishers) 




RandomHouse ™~— 

* 12k titles available as eBooks: adding another 10k in the first half of 2010 

* doesn't like the 49-99 price point, but doesn't want or support windowing, hasn't said so publicly 

* very aggressive approach to what eBook rights they believe they hold, claiming worldwide rights 
for 55% of their catalog 

* new contracts pay authors the same for physical or digital (30% of revenue); old contracts pay 
50% of revenue for digital 



Penguin 

♦ ]0k titles available as ebooks 

• not happy about 39-99 price point, but hasn't announced a position publicly; clear from the CEO, 
though, that they don't view a $9, .99 eBook as sustainable model competing with much higher 
priced physical books 

* 209f? of their sales come from new releases with wholesale prices above $10 
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"Hachette 



• Unhappy with $9.99 price point, one of three major 
publishers to announce its intention to hold back 
ebooks at time of hardcover release (up to four 
months). Other two publishers are Simon & Schuster 
and HarperCollins. 

* * * 

RandomHouse 

• doesn't like the $9.99 price point, but doesn't want 
or support windowing, hasn't said so publicly 

* * * 

Penguin 

• not happy about $9.99 price point, but hasn't 
announced a position publicly; clear from the CEO, 
though, that they don't view a $9.99 eBook as 
sustainable model competing with much higher 
priced physical books" 



Subject: Books - Publisher Update 
Date: Tue, 15 Dec 2009 21:29:33 -0800 
From: Eddy Cue <cue@appie.com> 
To: Steve Jobs <sjobs @ apple .com> 

Bcc: Kevin Saul <ks aul @ apple .com> , Keith Moerer <kinoerer@apple.com> 
Message-ID: <E705OFBB 0C9E 463D- m 64- 435699654 6DB ©apple com> 



Steve, 



Here is what I have found after meeting with 3 publishers today. Tomorrow, we see 3 more. This 
will account for over 60+% of the book sales. Nothing scared me or made me feel like we can't get 
these deals done right away. Clearly, the biggest issue is new release pricing and they want a 
proposal from us. Everyone was ecstatic to see Apple and what it could mean for their industry. 

Many of the answers were the same from every publishers. Below are those - 

• worldwide consumer book market - $40 billion {North America is $25.1 billion) 

• market expected to grow 2.7% annually over the next 3 years 

• In the US, consumer books are 42% of the market, education/technical is 58% 

• digital sales was 2% last year and will be 4.2% this year - includes e books and audio downloads 

• books basically have three tiers - hardcover {0-12 months), trade paperback (12 month on), mass 
market (18 months on) 

• each of these tiers has many price points 

• most book never go mass market and stay trade 

• marketshare 
Random House 16.4% 
Penguin 1L9 

Haper 9-8 
Simon & Sch 8.7 
Hachette 6.9 




"Clearly, the biggest issue is 
new release pricing and they 
want a proposal from us." 



• available in ePub format (original book are in InDesign) 

* rich metadata is available (author, bio, date written, genre, etc) 

• covers and illustrations are in hi -res color 

* no ratings are available on books 

• previews is usually at least the entire first chapter 

• open to providing full search in the book with book preview ala what Amazon does for physica! 

♦ many categories currently underserved because of b&w screens - cookbooks, travel, kids, etc 

* no one likes text to speech because of audiobooks and have disabled it on Amazon 

* no one likes the book lending on Nook; one publisher is participating with a few titles (too limited 
anyways) 

* generally North American rights held by US publishers. UK publishers control UK, Australia, 
India. Europe is mostly an open territory, with US and UK publishers both able to sell there 

• all of them have some iPhone book apps but all agree that it should be in a book store Exhibit 13 

• their current DRM ts 5 device limit but as we explained how FairPlay worked everyone was fine Cue 
with it; I don't forsee this being an issue as our explanation is rock solid 03/12/13 

K. Schroeder 
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) Apple Sends Publishers Identical Proposed Deal Terms 



Subject: iTunes 

Date: Mori, 04 Jan 2010 09:16:21 
From: Eddy Cue <cue@apple.a 



HiCa 



Subject: iTunes 

Date: Mon. 04 Jan 201009:16:58 -0800 
From: "Eddy Cue" <cue@apple.com> 



Hi Ma 



Subject: Re: iTunes 

Date: Mon, 04 Jan 2010 09: 18:37 -0800 
From: Fxdy Cue <cuci> apple.com> 
To: "Sargent, John" <jolin.sargent@macmillan.com> 

Message-ID: <0E2894r6-9145-4A0C-8DFr-B8DriBiiE6B27@apple.com> 



Hi Joh 



your 

. I u . 

agency 



Date: Mon, 04 Jan 2010 09:21 :47 
From: Eddy Cue <cue@apple,com> 
To: Dav_d_Yo^^^d^^^^^^^^g 



Hi Davi 
After ta 



Date: Tue.Cb Jan 2010 
From: Eddy Cue <cue@apple.i 




"[A]ll resellers of new titles need to 
be in agency model. ..." 



". . .realistic pricing. . .." 
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"We think these agency terms 
accomplishes all the goals we 
both have." 



PX-0021, PX-0473, PX-0476, PX-0041, PX-0040, PX-0306 



PX-0521 



"Thomas, MajuT TUaJs.Tlwfnw^libjuM.wfin* 
Tuesday, January 19. 2010 03 36 '5' PM 
"Young, David" ■eDHvia.Yct.ngQhbgL sa.com> 

"Baule, Cteirere"^Deirdne.BaLle@hbgL5acQm>, "Maciag. Tom" *Tom .Maciapg@hbgusa .co~ > 'Kinzer. Milchell" 
<Mrtchell KJnz«®f*cjuM,Mm*, "Rom, Caror<Carel.RoM@r*guM.com>, "Sotomon, Esse' 
<Eli5H.SolDmon@hbguBa.taHn>. "DaYtKing.Neir <Nfiil.DeYctng@hbgusa.com>, *Mchael5. Kanr™*," 



Subject! Apple 

confidentialamopriviledgeo 

Eddy Cue reiterated their goals to us again today. 



-They are not w' Mine to □ pen an ebook store that is nut price competitive, or where they'd need to sell at a loss to be 
competitive 

-They want the ebook price to be competitive with (i.e. less than) the highly discounted physical prices In the market. 

-Ttwy bellevethst this Is the btst chance for publishers to challenge the 9.99 price point: otherwise they will continue tc 
through third parties, in effect cementing consumer expectation of 9.99 as a top price. 



-They believe that windowing Is not a sustainable m odel, and poses a ve ry sigmfic am 
the device will attract non-traditional ebook buyers and predicts an increase piracy 
legitimate store [Apple run) to purchase frontlist content from.. 



threat. Eddy also suggested that 




"They believe that this is the best 
chance for publishers to challenge the 
9.99 price point...." 



HBC0C013352 







From: 
To: 


Mcintosh. Madeline 

Out, Amanda; Updike, Jaci; Von Moltfce, Nina; Shatz, Malt; MiMya, Nihar; Martin, Matthew; 
Dohte, Markus; Weber. Andrew; Vaughn, Chelsea: Thompson, DflyW; Dernayo. Joan; Fischbach 
Kelly 

utoann 2: zscsq am 

pf iveledged S conTkleniiaJ: cat with KeHh from Apple 


PX-0174 


Sent: 
Subject: 





Keith and I spake earlier (his evening, J would say it was a good call, in that I did learn a bit more and, If nothing else, I was able 
to give him insighl \m why we Ye feeling stuck la evaluating our next move, IYn still feeing unclear on whal our best qext move is. 
but I can at least report on the conlent of Ihe conversation. 

What I learned (some of this Is clarification, not completer/ new); 
How Ihey got <o Iheir proposal: 

o Eddy felt it was the only way !o gel all ptiferrers committed Id simultaneous digital-prinl release, They 

think ebock delay is a disastrously- bad move and so they ihink a key role they need to play is lo bring those 

publishers back to simul release, and Ihe only way to da thai Is through price protection 
* Eddy has been particularly focused on the NYT bestseller pr Ices (Keh h suggested Eddy may be 

overestimating ihe impaci of the NYT titles on the sales mw). bolh for digital and print. Thay decided they 

had to come up with a way thai woutd move me whole market off 9.99 and they think an agency mo<(ei is 

Ihe onty way to do H. 
o They don't wan) to gel into the business if it means ether tosm 

Ihey may be overeslimating the impaci of new hardcover re-leaj 

lose money in a wholesale model, 
o If not for the above dynamics, they would be comfortable wtthl 

1h«v h»^ In th.H r«t*f TT dH | ab , „ r ^ 



jr being unconripetitive, Because 
ernbt, they are concluding theyl 



idel, since lhai's whai 



"They decided they had to come up 
with a way that would move the whole 
market off 9.99 and they think an 
agency model is the only way to do it." 



3 He asked if we would share whai portion of our sates (unis and revenue) come from the following slices: 1 ) NYT 

hardcovers, 2) oilier hardcovers in their frsi year, 3) hade paper in first year, 4} trade paper afterwards, 5) mass mantel 

in first year, 6) mass market afterwards, Daive: doable? 
3 He and Eddy have been studying the Jan 1 NYT lis) and cornparing prices in print and digiiai across Amazon, BN, 

Wanrnarl. and whai those prices would be under Iheir model. He's going lo ask EJrJy il hie :?-; s^nc 1 that lo us. But can 

do (his exercise ourselves, too. I'll gel a grid slarled. <■— 



Random House Confidential Business (nfonmaticm 



- EXHIBIT 



RH-U5DOJ -00001 850 
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From: Eddy Cue <cue@apple.com> 

Sent: Tuesday, January 26, 201 1 1: 1 6 AM 

To: Reidy, Carolyn <UReidCa@cbs com> 

Subject: Re Thanks 



The FR contact is - 
Katie Cotton 



On J Hn 2 6. 2010, at 1 1:03 AM, Reidy. Carolyn wrote: 

> Eddy: I think I will go into withdrawal now that 1 dont have to discuss Exhibit A or Clause Off) anymorcl 
> 

> I take it from the time of this email that you didn't get out of New York last night-eithcr that or you arc en tarty riser in California I 
If you didn't get out, J hope that's good news for our industry, and no* because you ran into ekport delays. 

> 

> 1 too believe this will he a ptm moment in boot pabhshing Vm hoping that Wednesday's event will erase any lingering feeling of 
failure at not having been able to move you further out of your "box* (she said dry ty) and uni sustain use we more through the nest 
steps in this process of changing the industry. 

> 

> I did alert Stephen King yesterday afternoon that UNDER THE DOME might be featured from dx stage tomorrow (we do lijce him 
to he fully aware of anything happening involving liim} jmd he wua extremely pleased to hear that. He will also be readv with a 
positive comment (about being happy to set kuaks mjulc even more available Eron such a good retailer-he's h huge iTunes fan) if the 
press goes to Mm for a comment (the second reason I alerted him)~they usually do try end get communis from him on anything that a 
digital rdatod when hi* booli(s) arc even tangcntiaUy no — * = - 



- I limit [■■■!■■■ ;ild to sLvmu > on un W l: dnusrinv 
> 

> Yflii were going to send me a PR name I can pass on? 

> Carolyn 

> —Original Message 

>From: Eddy Cue [m^itoicti^g j pple.c^ 

> Sent: Tuesday. January 25, 2010 9:5 1 AM 

> To: Reidy. Carolyn 

> Subject: Thanks 
> 

> Hi Carolyn, 

> I feel like 1 have to send you :ir. L:m;nl mi: I kill, oveTydjy now You an: res] leader of the book industry, I appTcciateBJiyou? 
in making this happen. J really believe this will be great moment m book publishing 



> I look forward to seeing you on Wed J 

>Eddy 



EXHIBIT 

1 sfci7, 



CONFIDENTIAL 



Carolyn Reidy 



SIMON & 
SCHUSTER 




"I'm hoping that Wednesday's event... 
will sustain us as we move through 
the next steps in this process of 
changing the industry." 





"You are a real leader of the book 
industry." 
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From: Sargent John 

Sent: Tuesday, February 9, 2010 12:15 PM (GMT) 

To: 'ikimerfidd, Benita' <BeiiitaS@flfw com> 

Subject: RE: Congratulations? 



Afflially . tije deal that ? of us if id with Apple meant someone was gonna hare to do it. Just kick of the draw that ii was roe. As it 
turned out I did a good job (thankfully). Inlercifhng in lhal wudid ihc A^ilc Jcul wAh no conlit'l wr.h nthpr|xiblishLTN. yci whLti Jobs 
aniioniiccd he had s on the agency plan things v-vsie clear. The opima make it loot like I stood alone, bul in the end f had no doubt that 
the olhor* would eventually follow. OuusiH rmau AmaMiiri couldn't have kept most biry botlons (>ITi1icMi|<h . 

-Original Message— 



From: Stxnerfield,r!enjta [mailto fknii:i5;ft*ll 
San: Tuesday . February 09 = 2010 7:0(5 AM 
To: Sargent, John 
Subject RE; CoogroUilaiioDS? 



You are. 

What you did, what you accomplished is major for this industy , And) people will react io you differently foievHV.so ... get used to it! 
Nit one elac had the nerve nor the brains L> pull this oiT.and Ams/i.m would have nxmaiTiud Hh- hiy bully in the schoolyard 

- Orijjinai Mcssoce — 

From: Sargent, John [mai Ito: John SargontiS^iDwanilltn. win] 
Sen. Tuesday, February 09, 2010 7:03 AM 
To: s, .-i ! .-. J. HcnitH 
Subject: RE: CcograUilitiots'. 1 

Hero indeed. It is actually pretty strange People react differently to me now. Am hoping k all blows over quickly.. . 
- — -Ori(_nnu] Mtswagc 

From: borflerfield, Deniia fmailto: BenrtaSTflflfwr, ooml 

Sent: Tuesday, February 09, 20] 7:00 AM 

To; Margcm, Jnhn 

Subject: RJJ: Congratulations? 



I'm very hflppy to hear rb;il in . gn! lumiwc vo-.j needed Maybe '.our I 5 n 
hero of this sags! 



S of fame are ov«<happily)for ¥ou. But. you are die 



The 1 Rtii is good for me. 

Looking forward to seeing you then and goad luck to us both gerting out of here on Thursday B 

- — Oriuum] Message— 

Kram : Saftfen i . .?■ ftn "j m aTlu : Jol in . SaryL ru d 1 1 1 v,-: mill an . com j 
Sirt: Tucriry, Kcfowy 09- 2010 6:52 AM 
To: Someriield, Benilu 
Subject; RJJ: Coig^AtMioi & 

Can do the 18th or the I Utk The quote, sod (lie only xiutip. ! have said to Uk pesre, ti "WV sue delighted lo be back in biuauess with 
Amazon". It happen* u> bt true! My 1 5 minutes of fame huviv, as it should be. We signed a deal with Amazon Friday night aL MX). 
Not perfect, but we pot every thing we needed. Back to business as usual, at least for now! Hope you gei to florida. Tiu supposed to fly 
out Thursday to Utah... 



Confidentiality requested hy Sirilcy Ails* LLP 
pursuant to Tex, Bus. £ Corn. Code, Section 15.10(i) 
and any other applicable state laws 
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'The optics make it look like I 
stood alone, but in the end I had 
no doubt that the others would 
eventually follow. 55 



CONTAINS MATERIAL DESIGNATED AS HIGHLY CONFIDENTIAL PER PROTECTIVE ORDER 



Average eBook Retail Prices for Sony, Amazon, Barnes & Noble, Apple, 

Google, Books-A-Million, and Kobo 

February 2008 - March 2012 



Price 



April 1st, 2010 




-Average Price Hachette 
Average Price HarperCollins 
Average Price Macmillan 
-Average Price Penguin 
-Average Price Simon & Schuster 
-Average Price Random House 
■Average Price All Publishers 



Feb-08 



Jul-08 



Dec-08 



May-09 



Oct-09 



Mar-10 



Aug-10 



Jan-11 



Jun-11 



Nov-11 



Mar-12 



Source: Sony Transactions Data, Amazon Transactions Data, Barnes & Noble Transactions Data, Apple Transactions Data, 
Google Transactions Data, Books-A-Mlllion Transactions Data, Kobo Transactions Data 




e-Book Business Prior to Apple's Entry 
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Wholesale Model for Print Books 




Publisher 



Establishes list price for book 
and sells it to retailer for 
percentage of list price 
(usually 50%) 



a 




Retailer 



Establishes 
retail price for 
consumer 



Consumer 



Pays 
retail price 




Original Wholesale Model for e-Books 




Publisher 

Establishes digital list price 
typically 20% lower than print 
list price and sells book to 
retailer for percentage of 
digital list price (usually 50%) 



EXAMPLE 

$25 list price, $20 digital price 



$io.( 



Wholesale price sold 
to the retailer 



a 




Retailer 



Establishes 
retail price for 
consumer 



EXAMPLE 



ify $9-' 



Retail price sold 
to consumer 



Consumer 



it 



Pays 
retail price 



EXAMPLE 



§ $9.99 




Publishers Revise Wholesale Model for e-Books 




Publisher 

Establishes digital list price 
equal to print list price and 
sells book to retailer for 
percentage of digital list 
price (usually 50%) 



EXAMPLE 

$25 list price, $25 digital price 



$12.1 



Wholesale price sold 
to the retailer 



a 




Retailer 



Establishes 
retail price for 
consumer 



EXAMPLE 



ify $9-' 



Retail price sold 
to consumer 



Consumer 



it 



Pays 
retail price 



EXAMPLE 



§ $9.99 
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Young, Daurd 

Monday, Januaiy JO. 2009 08:21 122 AM 
ARNAUDNOUnfiY[ANOUfiRy@hachBnB-!ivre.Pr| 




^ Arnaud Nourry 



Hhachette 
LIVRE 



"I am told Random House is concerned about 
the future of e-books and the potentially 
dominant role played by Google and Amazon. 

Would it make sense for the 2 of us to have 
meetings / diner [sic] with Markus Dohle, Brian 
Murray, John Sargent and whoever, in order to 
discuss options?" 



i 



LI 



David Young 

Hhachette 
BOOK GROUP 



"I am having dinner with that group on 
January 29 and will raise the matter then." 



px-u2WT 
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NOURftY AflhAuu 

Frkfcy. August H, S03S> Oi :3O*0 fU 

Oivd.YounggfihbguMxorji 



Subj*cl: 



I fully support your decision David. I do not understand why tfie 

industry Is not yet at Pull ape«d on Ihis! 

best 

Amaud 

Le 14 aout Sang a t£:55. "Young. David" <DaYid.Young@rfoju£a.com> a 
ecrtt : 



> i thought you should be aware ol this article as it has implications 

> on our decision to delay Ihe Kennedy autobiography. It sickened me 

> to read "a hardcover boo*; usually sells tor £25 to $35, while and e- 

> book sells (or less than $10". There Is that wretched $9.99 price 

> paint becoming a de facto standard. You should know mat I have 

> been told by a r&fcabte source that Ihe publishers voted for Ihe Dan 

> Brown to be delayed Out they were over ruled by Mgrkus who its 

> apparently obsessed' by his desire to meet Jell Bezos: why this 

> should matter to him and what he thinks he would gain tram such a 

> meeting Is beyond ma. He appears to be an appease/ which is not 
s- good with them being the market leader ■ lets change that' 

> We have brought forward the publication gl EMK's book us September 

> 14 through bnlflsnt work by Ken and his team. We hope, therefore, 
s» to publish when the Senator Is still alive so that at subsequent 

> press coverage can consider his lie Informed from his petal of view 

> rather than other published sources. Vlcki and BMK are IhrUied by 

> the nsw date. We have decided to postpone the publication or the 

> eBook edition until December 26 saying That we wanted the public to 

> first experience the print edition as it contained over 1prj colour 

> photographs and paintings, many lhai have never been seen before 

> (and could not be seen well on any of ihe existing eBook devices). 

> Amazon were here this week, offering tfielr bribes and threatening 

> dire consequence over any delay. They may wel not sen the HC 

> edition but we'll just have to from that out. Completely 

> confidentially, Carolyn has told me that they are delaying the new 

> Stephen King, wilh his fufJ support but will not be announcing this 

> unlii after Labor Day so that she can have an enjoyable vacation! 

> For ihe same reasons, I have asked Maja etc not to make any 

> statements or send updated ONiX feeds until August 31 when J will be 

> back in the office. 

> No comment required from you. and I am sorry so send this whilst you 

> are on vacation, but I feti It important to keep you up to date with 

> this particular issue. I think it would be prudent far you fD 

» double delele this f/om your email files when you rebrm to your 

> Dlfice. 

> My best, 

> David 




> This may contain confidential material tl you are not an intended 

> recipient, please notify the sender, delete immediately, and 

> understand that no disclosure or reliance on the information herein 
j Is permitted. Hachette Book Group, irvc, may monitor email to and 

> from out netirork. 

s teBookArtide.PDF> 




CONFIDENTIAL 



HBG-NQUAQ00049E38 
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"Completely confidentially, Carolyn 
has told me that they are delaying the 
new Stephen King, with his full 
support, but will not be announcing 
this until after Labor Day so that she 
can have an enjoyable vacation! 55 



Subject; 



NOURRY ma.ua 

Ffidfcy, August 1*, SOQS 0i:3O:*0 PW 

Oaytid.YoLjn^ht)guH,«fli 

He: Harmed eBcpk article 



David. I do not understand why the 



I fully support your decision 
industry Is not yet at full speed 
best 
Arnaud 

Le 1 4 aoitt £nog a l£:55. "Young. David" <Davtf. Young@ftbausa.com> a 
ecrft : 

> Amaud: 

> i ttiougtit you should be aware ol this article as it has implications 

> on our decision to delay Ihe Kenned/ autobiography. It sickened me 

> ro read "a hardcover booh usually sells tw £25 to $35, while and e- 

> book sells (or less than $10". there Is that wretched $9.39 price 

> point becoming a de tacto standard. You should know mat I nave 

> been Kid by a reliable source that Ihe publishers voted for Ihe Dan 

> Brown to be delayed but they were overruled by Markus who is 

> apparently 'obsessed' by his desire to meet Jell Bezos: why this 

> should matter to him and what he thinks he would gain Irani such a 

> meeting Is beyond me. He appears to be an appease/ which Is nor 
good with friem being the market leader ■ let's change that! 

> We have brought forward the publication <jl EMK's book to September 

> 14 through bnlsint work by Ken and his (earn, We hope, therefore, 
i to publish when the Senator Is stflf alive so that afi subsequent 

> press coverage can consider his Vie Informed tram his potni o+ view 

> rather than other published sources. Vlckl and EMK are thrilled by 

> ihe new date. We have decided to postpone me publication ol the 

> eBook edf on until December 26 saying that we wanted the public to 

> first experience me print edition as It contained over too colour 

> photographs and paintings, many that have never been seen betoTe 

> (and could not be seen well on any of ihe existing eBook devices). 

> Amazon were here this week, offering their bribes and threatening 

> dire consequence over any delay. They may wel not sell me HC 

> edition but well just have to from that out. Completely 

> confidentially, Carolyn has told me that they are delaying the new 

> Stephen King, with his tufl support, but will not be announcing this 

> until after Labor Day so that she can have an enjoyable vacaiion! 

> For ihe same reasons , I have asked Maja etc not to make any 

> statements or send updated C+JiX feeds until August 31 when 1 will be 

> back in the Of lice. 

> No comment required from you, and I am sorry \o send this whilst you 

> are on vacation, but I fett It important to keep you up to date with 

> ihis particular issue. I think it would be prudent for you to 

> double delete this from your email files when you return to your 

> office. 

> My best, 

> David 




> This may contain confidential material. It you are not an intended 

> recipient, please notify the sender, deleis immediately, and 

s understand that no disclosure or reliance on the Information herein 

> Is permitted. Hachette Book Group. Inc. may monitor email to and 

> from our iwMwfc. 

s ceBookArSde.PDF> 
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"I think it would be prudent for you to 
double delete this from your email 
files when you return to your office." 
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Competition and collaboration 



Competition for the attention of readers will be most intense from digital companies whose 
objective may be to disintermediate traditional publishers altogether. This is not a new threat 
but we do appear to be on a collision course with Amazon, and possibly with Google as well. 
It will not be possible for any individual publisher to mount an effective response, because of 
bolh the resources necessary and the risk of retribution, so the industry needs to deveiop a 
common strategy. This is the context for the development of the Project I initiatives in 
London and New York, We shall be prepared to discuss these, and the London project in 
particular, when we meet next month but there we will be significant costs and risks. 

The supply chain 

The growth of e-books, and of other digital formats, will certainly reduce the requirement for 
physical storage and transportation Wc shall need to review our warehousing infrastructure, 
especially in the US, with the goal of reducjitj^^^^^^^^^^^^^^^^^^^^^^ 



planning in this area is still ai au early s tage, | 

B despite the potential availability of profitable new 
agency clients, because of the uncertainty surrounding the growth of the physical book 
market and the possibility that Australia may move towards an open market during the life of 
this plan. 



The present copyright model is under threat from readers, digital channels and, in the case of 
Australia, from Cmvernmenf We therefore need to take a more global approach to our 
publishing in anticipation of the demise of the territorial copyright regime, the trend toward 
global publishing presents numerous threats, particularly in the area of piracy, but should 
work to the relative advantage of companies with international networks and recognised 
brands. We arc making a start with a more co-ordinated approach to the publication of 
classics and business books, with more categories - children's publishing included - likely to 
follow in time. Our digital strategy, content management programme, international sales and 
workflow design are a heady managed on a global basis 
other functions to the list during the next three years.! 




Ire reorganisation of the UK companies has broughl a closer 
alignment with the US management structure and this should be helpful in realising our global 
objectives. Filially, we must continue to invest in emerging market opportuiiities and will 
introduce changes in management responsibility in October to give additional emphasis to 
these territories. 



Aim 

Pricing will be a major preoccupation over the life of this plan. The emergence of a new 
generation of multi-purpose e-book readers, appealing to a younger audience, will require a 
more sophisticated approach to mobile technology and more creative pricing. We shall try to 
resist the momentum towards free content through the development of new pricing models. 
Bundling, micro-content, subscription and pay-per-view will all pay a role. This will, as we 
know, necessitate investment in our inadequate rights systems. 
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"Competition and collaboration' 9 



". . .we do appear to be on a collision 
course with Amazon, and possibly 
with Google as well." 



"It will not be possible for any 
individual publisher to mount an 
effective response, because of both the 
resources necessary and the risk of 
retribution, so the industry needs to 
develop a common strategy." 



From: Moonves, Leslie <tesh'e moon ves@cbs,com> 

Sent: Wednesday, September 23, 2009 2' 5 8 PM 

To: Reidy, Carolyn <Carolyn Reidy@Si mortandschuster com> 

Cc: Ian niello, Joseph <Joseph lanniel I o@cbs, com> 

Subject: RE EBooks 



I enjoyed the discuss^n. Depending on Stephen King's reaction, that might be an excellent first step to change the 
equation here. I don't mind the fight as king as we can win it. 
I look forward to more discussion. 



t>i...:t.:., 
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From: Refdy, Carolyn [marttoi Caror/n,^idv#SEmoriarHj 5chuster.com J 
Sent: Wednesday, September 23, 2009 11:11 AM 
To: Moonves, teslie 
Cc: iann ello.. Joseph 
Subject: Eflooks 

Leslie: 

Thank you for the discuss* on this morning about our proposed eBook terms. You are absolutely correct: we've always 
known that unless other publishers follow us, there's no chance of success in getting Amazon to change its pricing 
practices. Your excellent and direct questions made me realize that I do need to have a better Idea of how the rest of 
the negotiation will go before we can begin it. And of course you were right that without a critical mass behind us 
Amaion won't "negotiate," so we need to be more confident of how our fefiow publishers will react if we make a move 
tike this. Whife I am fairly sure that at least two of them wouEd quickly follow us, our conversation made me feel that I 
need to shore up that confidence 

Stephen King comes in tomorrow to discuss what to do about his novel, I believe he Is thinking of holding back the 
eBook release of UNDER THE DOME until after Christmas. We will propose to him that he let us offer these new terms 
on his book alone - rather than not release ft, offer it to Amazon and other retailers on the "new terms" so that it's their 
choice whether to seil it or not. If he agrees (and f can't predict), It might be an interesting experiment as to Amazon's 
and other publishers' reactions- 

We will keep thinking of how to attack the problem (as we perceive it} of current eBook pricing; as you realize, we think 
it's too important to ignore. Out clearly we need to "gather more troops" and ammunition first I 



y 
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"You are absolutely correct: we've always 
known that unless other publishers follow 
us, there's no chance of success in getting 
Amazon to change its pricing practices." 



"And of course you were right that 
without a critical mass behind us Amazon 
won't 'negotiate,' so we need to be more 
confident of how our fellow publishers 
will react if we make a move like this." 



"We will keep thinking of how to 
attack the problem (as we perceive it) of 
current eBook pricing.... But clearly we 
need to 'gather more troops' and 
ammunition first ! " 




Apple's Entry 



Apple Facilitates Publisher Communication 



Decembers, 2009 




Brian Murray 



HarperCollins 




On December 8, Mr. Cue 
reaches out to Mr. Murray 
and Mr. Dohle to set up calls 
for the following day 
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Apple Facilitates Publisher Communication 



Decembers, 2009 




Brian Murray 



HarperCollins 




On December 8, Mr. Cue 
reaches out to Mr. Murray 
and Mr. Dohle to set up calls 
for the following day 




December 10, 2009 



3 



Brian Murray 



HarperCollins 




On December 10 at 9:47, 
Mr. Murray sends an 

internal e-mail concerning 
his call with Mr. Cue 
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Apple Facilitates Publisher Communication 



December 8, 2009 



9 



Brian Murray 



Hail 



Fhi.Liffs 1 l.ihilril 



From: Murray, Brian (HarperCollins US) 

Sent: Thursday, December 10, 2009 3:47:42 PM 

To: Redmayne, Charlie 

Subject: 

We should put a proposal tog ether for apple. Do u think we can find time tomorrow to outline a few 

options? 

We need Ana Maria b/c she also had a meeting with them a few months ago. t think we should strike 
while the door is open. And also bring In RH if possible. 




On Dece 
reaches 
and Mr. D 

for the following day 



"We should put a proposal together for Apple. 
... And also bring in RH if possible." 




| EXHIBIT 
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Apple Facilitates Publisher Communication 



Decembers, 2009 




Brian Murray 



HarperCollins 




On December 8, Mr. Cue 
reaches out to Mr. Murray 
and Mr. Dohle to set up calls 
for the following day 




December 10, 2009 



3 



Brian Murray 



HarperCollins 




On December 10 at 9:47, 
Mr. Murray sends an 

internal e-mail concerning 
his call with Mr. Cue 




December 10, 2009 




Brian Murray 



HarperCollins 




On December 10 at 9:52, 
Mr. Murray e-mails 
Mr. Dohle 



Markus Dohle 



RANDOM HOUSE 
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Apple Facilitates Publisher Communication 



December 8, 2009 



9 



Brian Murray 



Hail 



On Dece 
reaches c 
and Mr. D 



From: 
Sent: 



Subject: 



Murray, Brian (HarperCollins US) [Brian.Murra y@harpercollins.com] 
Thursday. December 10, 2009 9:52 RM 
Dohle, Marfcus 
/prtd 



Hi Markus 

I hope you are doing well. I was wondering if you had any time for a quick call tomorrow, 
Brian ^^^^ 



CONFIDENTIAL I TY NOTICE: This E-Mail is intended only for the use of the ^ 
to whom it is addressed and may contain information that is privileged, col 
exempt from disclosure under applicable law. If you have received this commi 
error, please do not distribute and delete the original message. Please notif} 
E-Mail at the address shown. Thank you for your compliance. 




December 10, 2009 



Brian Murray 



"I was wondering if you had any time for a 
quick call tomorrow." 



for the following day 
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at 9:52, 
mails 



Mr. Uoh l'e 



1 

Markus Dohle 
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"David Young. . . . Much happier 
cuz of meeting. Not spoil fun. 
Check in after. Dinner in Jan. 
Top Man talks different 
language. Not $9.95." 



t'laiiiliMV K Inhibit 
\'S\ Apple 



PX-0299 



Young, Dawtd 

Thursday, Decsfrtba- 17, MM 08 53:3 f PM 
fteidy, Caratyn{Caratyn.R 




Carolyn Reidy 



SIMON & 
SCHUSTER 



"David: do you have a phone number for 
Eddie Cue. . .? He didn't have a card when got 
to me (we were last and he left here to go to the 
plane) - or even an email address? I want to 
take up your suggestion to email him about the 
'term sheet'..." 




David Young 

Hhachette 
BOOK GROUP 



"Email is cue@apple.com. I'll send you 
his phone number tomorrow." 
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Apple Provides Information to Publishers 
About Other Publishers 




^ ■"7 1 'd '■' 



< r 



2^- 



rr cUSHsrip re£ju2<^ \*-h*% 



fefc. 



~> $%Q ~> *JGfc. 
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SokjMtL Rt New Info T«lty 
From; Etsilli Mgerei sJiraMrei 
Ct- Kevin Siul <4»lli!@apt 



Coupie of oiher things ] thought of. . . 
Harper; 



* WW Pijihl 
*Hsv* lots 



Generally turned on unless contractual issue. Small issue for them. 

Rook lending - they allow ii subject l rights constraints, 1 lend at a time. We spoke about 
household Eenchnj!. le, on: DRM -^.system. 

5k books in ebooks 

mobi, epitb file most often (every thing in tiiat) - send through Ingram 

£x;ue:L it bout Launch 

AAP best bet for advertising idea 

They really worried about piracy and like apple b/c DRM th.at wilt get us to day and date 
Worried about library players 

First to talk about withdrawal rights, because of reversion fights to iusihojs 
HarperCollins 

Interested in agency model to fix Amazon pricing (we said no) 
They have Jots of ww rights (compared to others) 

Rights and Publishing Overview page in their prezo lias olhei info like 6 400 ebooks {400-t- 
ww rights) 

9 000 ebooks by July 201 

interested in "enhanced™ ebook at same tmv hriide ; ti 
Simon and S busier 
Great meeting 

Tried to meet with us for a Jong time. Very happy we're there 

Impossible to participate at those numbers re advertising idea (total budget 25m for year), and 
thought AAP is conservative and didn't think could do either 

Most aggressive of publishers 

Very interested in doing lols of linking from books, upselJ etc. (will be good partner) 
They hale Amazon pricing 
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"Interested in agency model to fix 
Amazon pricing (we said no)" 



Apple & Publisher Conspiracy Commences 



"I want to update you [on] all my findings and thoughts. 
I have some things I want to run by you. I only need 30 minutes." 



Eddy Cue [cue@apple.com] 

Friday. December 1fl, 2009 1 0:45 PM 

Milt, MartLus 



I am back in NY for a vacation. Are you back in NY? Dd you have anytime on Kan or Tue to get 

together? I want to update you all my findings ana thoughts. I nave sane things I want to run 
by you. I wily need 38 minutes. If not, can I call you? 




RANDOM HOUSE 



Markus Dohle 
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From: Eddy Cue <cut@app!c.«>rt> 

Senl: Saturday, December 19, 2009 3:44 AM {GUT) 

To: Sargent, John ^jorm.MrgcJit@niacmilLan.com> 

Subject: iTunes 




MAC 0042796 
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Front: Eddy Cue <<ue@app1e coirp 

Sent; Friday, December 18, 9: jS PM 

1 1>: RdJ"'- ( ..i n ■, \rolyn.Reidy@Sinic 

Subject; iTunes 




SIMON & 
SCHUSTER 



Carolyn Reidy 
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I Apple & Publisher Conspiracy Commences 




December 21 
10:33 a.m. 





Speak for 

10 minutes and 

45 seconds 


c 


A SIMON & 
A SCHUSTER 

arolyn Reidy 






r ~ Apple 

Eddy Cue 






December 21 
12:17 p.m. 




Speak for 

17 minutes and 

37 seconds 









A 








RANDOM HOUSE 


Markus Dohle 









December 21 
12:48 p.m. 




Speak for 
11 minutes 




it r 2 Appl( 



Eddy Cue 
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Subject Book Publisher Update 
Date: Mon, 21 Dec 2009 15:01:05 -080O 
From: "Eddy Cue" <cue@ apple .com> 
To: * Steve Jobs" <sjobs@ apple.com> 

Message- ID: <244AB9F9-5S25-47B4-81E4~EE65 14SDD24D® apple ,com> 



PX-0043 



I had good meetings with 3 publishers. All the talks went well and everyone understood our 
position and thought it was reasonable. They saw both the plus (solves Amazon issue) and negative 
(little less than they would like). They came up with exceptions {e.g. Harry Potier & Stephen King) 
where the book tist for more $35 and $1 2. 99 is too low. I told to focus on the other 99% and we can 
figure out how to solve the exceptions. They are ail going to call me back by Wed. 

Eddy 



- end message - 



K 



"They saw both the plus (solves 
Amazon issue) and negative 
(little less than they would like)." 
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Cue 
03/12/13 

K. Schr&eder 
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From: Fu1 au , Den n i s < D en n i s Eu 1 au @ % i mona nd schuste r com > 

Sent: Tuesday. December 22. 2009 S:44 AM 

To: Reidy, Carolyn <Carolyn Reidy^ Simonandschustcr com> 

Sublet: Re Apple -- CONFIDENTIAL 



I will play with (his today.. .30% margin will be steep.,. 30% to them -^H t0 tne author and then^Hto us - based on a 
$12.99 price.. .much less then we get now. I realize we can'lkeep what we have but this will be a real big change more to 
come. 



From: Reidy, Carolyn 

To: Eulau, Dennis- Selleck, Michael; Rivlin, Elisa; Hirschhom, Elinor H, 
Sent: Mon Dec 21 12:03:33 2009 
Subject: Apple -- CONFIDENTIAL 

Eddy Cue phonec me this morring (rather tban come ir for a visit). He wanted to relay his conclusions, having met with 
all the major publishers and looked at the online retailing market once he got home. He had four points: 

1. It is important that Apple make "at least some money" on the endeavor of selling eBooks, so a 30% margin, like they 
have in the APP Store, is essential to them; they "need that". 

2. It is important to Apple that there be "some level of reasonable pricing/' They feel the only way to get this is for the 
irduslry to go to the agency model, like with the APP store - so the publisher sets the prices to the consumer; they feel 
it's a "better way to do it", unlke our usual terms of sale. 

3. When he looked at sales in the "physical world ', he noticed new releases were being sold for $8-15 (I don't know if 
he means physical books being sold online or physical books being sold in physical outlets, but a quick check of three of 
our titles on Amazon agrees with this conclusion for their current book pricing of bestsellers.) Therefore they feel that 
new release e Books should be priced at $12.99 - this is for "normal books" that ha^e a SRP of 525-30 in the physical 
form. Thus they'd be sold for "a little less than the real world". 

Obviously publishers would make less than in the physical world, but we'd also remove costs and perhaps sell more. 
Would we make the same, he? asked? I told him our models, worked on this summer, implied that pricing to the 
consumer would be around that price. 

I asked if that meant Apple thought all eBooks should be priced the same. He said ro, he thought pricing could vary 
from 99 cents tD $12.99 but he thought orly "specialiied" books, including hooks with color in them, which they hoped 
to sell, could/should be higher, I explained our thinking on Stephen King (not wanting to penalize the paper book 
reader), but didn't get a specific reaction. 

When I asked, "so you see no retail discounting," he said: "Vou ore doing the discounting, you are directly offering the 
consumer a bargain." 




When they thought it through, they didn't think anythirg else would keep the maiket Ironn itsci 
"traz-incss." 



4. Wc would have to "get everyone else to go to the agency model." Wi 
competitors," he said he didn't mean other publishers, but our accounts 
terms, then they are our terms. 



>f course we can't talk too 
which I replied, if we make these our 



In conclusion he asked that after we've had time to digest and discuss this, we/I write him an email with our reactions 
and thoughts. 



"Therefore they feel that new release 
eBooks should be priced at $12.99. . 




"It is important to Apple that there be 
'some level of reasonable pricing.' They 
feel the only way to get this is for the 
industry to go to the agency model...." 



"We would have to 'get everyone else to 
go to the agency model.'" 
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From: Fu1 au , Den n i s < D en n i s Eu 1 au @ % i niona nd schuste r com > 

Sent: Tuesday. December 22. 2009 S:44 AM 

To: Reidy, Carolyn <Cardy n Reidy^ Simonandschuster com> 

Sublet: Re Apple -- CONFIDENTIAL 



I will play with this today.. .30% margin will be steep.,. 30% to them -^|tothe author and then^Hto us - based on a 
$12.99 price. ..much less then we get now. I realize we can't keep what we have but this will be a real big change. ..more to 
come. 



From: Reidy, Carolyn 

To: Eulau, Dennis- Selleck, Michael; Rivlin, Elisa; Hirschhom, Elinor H, 
Sent: Mon Dec 21 12:03:33 2009 
Subject: Apple -- CONFIDENTIAL 

Eddy Cue phonec me this morring (rather tban come ir for a visit). He wanted to r elay his conclusions, having met with 
all the major publishers and looked at the online retailing market once he got home. He had four points: 

1. It is important that Apple make "at least some money" on the endeavor of selling eBocks. so a 30% margin, like they 
have in the APP Store, is essential to them; they "need that". 

2. It is important to Apple that there be "some level of reasonable pricing." They feel the only way to get this is for the 
irdustry to go to the agency model, like with the APP store - so the publisher sets the prices to the consumer; they feel 
it's a "better way to do it", unlkc our usual terms of sale. 

3. When he looked at sales in the "physical world ', he noticed new releases were being sold for S8-15 (I don't know if 
he means physical books being sold online or physical books being sold in physical outlets, but a quick check of three of 
our titles on Amazon agrees with this conclusion for their current book pricing of bestsellers.) Therefore they feel that 
new release e Books should be priced at $12.99 - this is for "rormal books" that ha^e a SPP of 525-30 in the physical 
form. Thus they'd be sold for "a little less than the real world". 

Obviously publishers would make less than in the physical world, but we'd also remove costs and perhaps sell more. 
Would we make the same, he? asked? I told him our models, worked on this summer, implied that pricing to the 
consumer would be around that price. 

I asked if that meant Apple thought all eBooks should be priced the same. He said ro, he thought pricing could vary 
from 99 cents tD $12.99 but he thought orly "specialiied" books, including hooks with color in them, which they hoped 
to sell, could/should be higher, I explained our thinking on Stephen King (not wanting to penalize the paper book 
reader), but didn't get a specific reaction. 

When I asked, "so you see no retail discounting," he said: "Vou ore doing the discounting, you are directly offering 
consumer a bargain." 

When they thought it through, they d idn't think anything else would keep the market from its cu rrent pricing 
"craziness." 

4. Wc would have to "get everyone else to go to the agency model." When I said, "but of course we can't talk to our 
competitors," he said he didn't mean other publishers, but our accounts to which I replied, if we make these our 
terms, then they are our terms. 

In conclusion he asked that after we've had time to digest and discuss this, we/I write him an email with our reactions 
and thoughts. 




"When they thought it through, they 
didn't think anything else would 
keep the market from its current 
pricing 'craziness.'" 
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From: Dohle, Markus 

Sent: Tuesday, December 22, 2009 2:35 PM 

To: Mcintosh. Madeline; Close, Amanda; Von MoltKe, Nina; Updike. Jaci 

Subject: Re : Pnvileged and Co nfldenlla I Attorney-Client Com munication 



Eddy said I would get the additional information "in the next days", I think he will fly back 
to CA today - so I have to wait until tomorrow to contact him again, 

Original Message ----- 

From: Mcintosh, Madeline 

To: Dohle, Markus; Close, Amanda; Von Moltke, Nina; Updike, Jaci 
Sent: Tue Dec 22 66:39:95 2909 

Subject: Re: Privileged and Confidential Attorney-Client Communication 

Fascinating. I think this can work for us, We have a small team who have pulled together a 
good model that allows us to play with different discount, pricing and royalty scenarios with 
relative ease- I think that team (incl Amanda, Nina, Chelsea) are meeting today, so this is 
good timing, we'll work on gathering any intell we can re what sort of fees Apple collects 
in their apps model, 

Makus, did Eddy give you a sense of when he will he taking the next step (sending us 
information J? 

Original Message ----- 

From: Dohle^ Markus 

To: Mcintosh, Madeline; Close, Amanda; von Moltke, Nina; Updike, laci 
Sent: Tue Dec 22 64:22:27 2&Q9 

Subject: Privileged and Confidential Attorney-Client Communication 
Dear all: 

I had a good conversation with Eddy Cue today. He said he had meetings with all major houses 
to discuss their positions last week. 

As you know he is against windowing. He also thinks that book prices are becoming too low - 
he is worried about the consumer perception. Therefore he suggests an "agency model'' - APL is 
used to it in their apps business. The model puts the etailer in a distributor role receiving 
a service fee for every book sold - publishers would set the end consumer prices. 

He assumes that if we did find a new TOS model which would provide A?L with an acceptable 
margin, Amazon would lower the prices again following again their loss leadership strategy. 



He said he would provide us with some data regarding his idea/ model . He also said that he 
would call some publishing peers to discuss. APL's launch date would be end of March. 



I told him I have doubts that Amazon would lower the prices again once we would establish a 
sustainable ebook business model for the market. I also indicated that Amazon would not 
accept a distributor model. He answered that windowing could be used to establish a 
distributor model on print pub date for ebooks (coming back to simultaneous publication). 
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"He also thinks that book prices 
are becoming too low - he is 
worried about the consumer 
perception. Therefore he 
suggests an 'agency model'...." 



From: 
Sent: 
To: 

Subject: 



Dohle, Markus 

Tuesday, December 22, 2003 2:35 PM 

Mcintosh. Madeline- Close. Amanda; Von MoltKe, Nina; Updike, Jaci 
Re: Privileged and Confldemial Attorney-Client Communication 



Eddy said I would get the additional information "in the next days", I think he will fly back 
to CA today - so I have to wait until tomorrow to contact him again. 

Original Message 

From: Mcintosh, Madeline 

To: Dohle, Markus; Close, Amanda; Von Moltke, Nina; Updike, Jaci 
Sent: Tue Dec 22 66:35:95 2989 

Subject" Re: Privileged and Confidential Attorney-Client Communication 

Fascinating. I think this can work for us. We have a small team who have pulled together a 
good model that allows us to play with different discount, pricing and royalty scenarios with 
relative ease. I think that team (incl Amanda, Nina, Chelsea) are meeting today, so this is 
good timing. We'll work on gathering any intell we can re what sort of fees Apple collects 
in their apps model, 

Makus, did Eddy give you a sense of when he will be taking the next step {sending us 
information J? 

Original Message ----- 

From; Dohle, Markus 

To: Mcintosh, Madeline; Close, Amanda; Von Moltke, Nina; Updike, Jaci 
Sent: Tue Dec 22 64:22:27 2009 

Subject: Privileged and Confidential Attorney -Client Communication 
Dear all: 

I had a good conversation with Eddy cue today. He said he had meetings with all major houses 
to discuss their positions last week. 

As you know he is against windowing. He also thinks that book prices are becoming too low - 
he is worried about the consumer perception. Therefore he suggests an "agency model" - APL is 
used to it in their apps business. The model puts the etailer in a distributor role receiving 
a service fee for every book sold - publishers would set the end consumer prices. 

He assumes that if we did Find a new TOS model which would provide A?L with an acceptable 
margin, Amazon would lower the prices again Following again their loss leadership strategy. 

He said he would provide us with some data regarding his idea/model. He also said that he 
would call some publishing peers to discuss. APL's launch date would be end of March. 



I told him I have doubts that Amazon would lower the prices again once we would establish a 
sustainable ebook business model for the market, I also indicated that Amazon would not 
accept a distributor model. He answered that windowing could be used to establish a 
distributor model on print pub date For ebooks (coming back to simultaneous publication). 
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"I also indicated that Amazon would 
not accept a distributor model. He 
answered that windowing could be 
used to establish a distributor model 
on print pub date for ebooks (coming 
back to simultaneous publication)." 
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From: 


Kot, Rick 


P\-fl5i7 



Sent: 
Subject: 



MoCall, Tim; Anderson. Kent 
3/24/2010 4:04 24 PW 
RE: FYI 



As you said, Tim, it is the Wild West, and ifs going to be fun (?) to see how all this plays out. 
If for any reason you'd ever need an editor to sit in on an Apple meeting, you know who to call. 



From: MoCaJI, Tim 

Sent: Wednesday, March 24, ZQ1Q 12:00 PM 
To: Anderson, Kent; Kot, Rick 
Subject: RE: FYI 




it's double-talk from martus. There was a price war under resell, and no one 
reasons they're siting on the sidelines end looking for a way 
have to move into the Apple space. Their authors and. 

Agency is anti-price war territory. vVe oont need to compete with other publishers on the price of our hooks. We've always 
priced our books around the- same price in the physical world, and will likely end up doing the same thing in the digital world. We 
all know when it comes to reading, I'm not going read Sarah Palin if she's $2 cheaper than Ted Kennedy, it what I really want to 
read is Ted Kennedy, 



"Agency is anti-price war territory." 



From: Anderson, Kent 

Ssent: Wednesday, March 24, 2010 11:39 AM 
To: Kot, Rick; McCall,Tim 
Subject: RE: FYI 

Yet they seem to have no problem with The Girl with the Dragon Tattoo selling for (S.50 in both kindle and physical 
edition on Amazon, Hmmm. 



From: Kot, Rick 

Senl: Wednesday, March 24, 2010 11:31 AM 
Tor McCaiJ, Tim; Anderson, Kent 
Subject FYI 

Don't know if you've seen this 

http_://www. macramors com/20 1 0/ 03 /2 4/random-hou3e-ho]dina-oiit-fi-om-iboobtore-aniid-fear s- o f-piice-wa r-i/ 
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Publishers Attempt to Force Amazon off $9.99 




Publisher 

Establishes digital list price 
equal to print list price and 
sells book to retailer for 
percentage of digital list 
price (usually 50%) 



EXAMPLE 

$28 list price, $28 digital price 



$14.( 



Wholesale price sold 
to the retailer 



a 




Retailer 



Establishes 
retail price for 
consumer 



EXAMPLE 



ify $9-' 



It 



Consumer 



Pays 
retail price 



EXAMPLE 



§ $9.99 





Publisher 



Establishes 
retail price 



EXAMPLE 



$9.99 



An Agency Model Allows 
Publishers to Control Retail Price 




Retailer 



Sells to consumer 
at retail price 



EXAMPLE 



r|> $9.99 



it 



Consumer 



Pays 
retail price 



EXAMPLE 



9) $9.99 





Publisher 



Establishes 
retail price 



EXAMPLE 



£V $9.! 



$7.00 



Publisher receives 70% before 
author royalties 



Publishers Earn Less 
Under an Agency Model 




Retailer 



Sells to consumer 
at retail price 



EXAMPLE 



$9.' 



It 



Consumer 



Pays 
retail price 



EXAMPLE 



$9.99 





Publisher 



Establishes 
retail price 



EXAMPLE 



$14.1 



Publishers Can Raise Retail Prices 
Under an Agency Model 




Retailer 



Sells to consumer 
at retail price 



EXAMPLE 



r|> $14.! 



it 



Consumer 



Pays 
retail price 



EXAMPLE 



fi) $14.99 





Publisher 



Establishes 
retail price 



EXAMPLE 



$14.1 



Publishers Can Raise Retail Prices 
Under an Agency Model 



$10.50 



Publisher receives 70% before 
author royalties 




Retailer 



Sells to consumer 
at retail price 



EXAMPLE 



rl> $14.! 



J 



Consumer 



Pays 
retail price 



EXAMPLE 



fi) $14.99 



J 



J 



Apple's and Publishers 7 Goals Align 



Subject: iTunes 

Date: Mon, 04 Jan 2010 09:16:28 -0800 
From: Eddy Cue <cue@appIe.eom> 
To: Carolyn Reidy <carolyn.reidy@simonandschusterxom> 
Message- ID: <00677 1 14-F680-4482-9C9B-D76SlrSAB34Dl ©apple. com> 



January 4, 2010 



Hi Carolyn, 

I hope you had a great holiday in Paris! 

As wc discussed, here is what 1 think is the best approach for chocks. 

Just like the App Store, we are proposing a principal -agency model with yW, where you would be the 
principal and iTunes would sell your product as your agent for your account^Lcxchangc for acting as 
your agent iTunes would get a 30% commission for each transaction. 



On pricing, you would be free to determine whethei to distribute any particular pubh n through 
iTunes {of course if another ebook distributor was able to sell a book then we would aV ^kand you 
would be fee to establish the price that eBook would be sold. So that wc could efficicnV ^^gc our 
agency role, we propose a corresponding range of prices for books at various stages in a bol 
publication and distribution evolution, 

Our goal would be to have any hardback book that retails physically for less than $35 to sell for ii 
the following tiers, determined by you - 

$12.99, $9.99, $8.99, $7.99, $6.99. $5.99, $4 99, $3.99, $2.99, $1.99, $0.99 
Any trade or mass-markey book would sell for any of the following tiers, determined by you - 
$9.99, $8.99, $7.99, $6.99. $5.99, $4.99, $3.99, $2,99, $1 .99, $0.99 

For any book that retails for above $35, it would sell for any of the following tiers, determined by you - 
$14.99 and increments of $5 above that (realistic pricing would be less than 50% retail) 

There are several things we have to accomplish in order to sell ebooks at realistic prices - 

• books need to be cheaper to buy than physical 

• yon should make less per book since significant costs have been eliminated but still have a healthy, 
profitable sale 

• all resellers of new titles need to be in agency mode} 

We think these agency terms accomplishes all the goals we both have. I will try to schedule a call for us 
for tomorrow to catch up and determine the next steps. 

— Eddy 



— end message - 




To: 




SIMON & 
SCHUSTER 



Carolyn Reidy 



"As we discussed, here is 
what I think is the best 
approach for ebooks." 
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03/12/13 

APLEBOOK0043415O 

K. Schroeder 
csr, rpr, ccrr 
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Apple's and Publishers 7 Goals Align 



Subject: iTunes 

Date: Mon, 04 Jan 2010 09:16:58 -0800 
From: "Eddy Cue" <c ue @ apple .co m> 
To: "Markus Dohle" <mdohle@randomhouse.com> 

Message-ID: <F307063E- 1 6 IB-4CD8 ^B27B- AOFA04F34l96@apple.com> 



January 4, 2010 



Hi Mark us, 

1 hope you had a great holiday in Germany! 

As we discussed, here is what I think is the hest approach for ebooks. 

Just like the App Store, we are proposing a principal -agency model wit! 
principal and iTunes would sell your product as your agent for your accoi 
your agent iTuncs would get a 30% commission for each transaction 

On pricing, you would he free to determine whether to distribute any particular pi 
iTuncs (of course if another cbook distributor was able to sell a book ihen we woul 
would be free to establish the price that eBook would be sold. So that we could 
agency role, we propose a corresponding range of prices for books at various stages in 
publication and distribution evolution. 

Our goal would be to have any hardback book that retails physically for less than $35 to sell I 
the following tiers, determined by you - 

$12.99, $9.99, $8.99, $7.99, $6.99. $5.99, $4.99, $3.99, $2.99, $1 .99, $0.99 
Any trade or mass-markcy book would sell for any of the following tiers, determined by you ■ 
$9,99. $8.99. $7.99, $6.99. $5.99, $4.99, $3,99. $2.99. $1 ,99. $0.99 

For any book that retails for above $35, it would sell for any of the following tiers , determined by you - 
$14.99 and increments of $5 above that (realistic pricing would be less than 50% retail) 

There arc several things we have to accomplish in order to sell ebooks at realistic prices - 

• books need to be cheaper to buy than physical 

• you should make less per book since significant costs have been eliminated but still have a healthy, 
profitable sale 

• all resellers of new titles need to be in agency model 

We think these agency terms accomplishes all the goals we both have, 1 will try to schedule a call for us 
for tomorrow to catch up and determine the next steps, 

— Eddy 



end message - 
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"As we discussed, here is 
what I think is the best 
approach for ebooks." 



Apple's and Publishers 7 Goals Align 
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Subject: Re: iTunes 

Date: Mon s 04 Jan 2010 09:18:37 -0800 

From: Eddy Cue <cue@ apple .com> 

To: "Sargent, John 1 ' <john.sargent@macmillan.com> 

Message- ID: <0E2894F6-9 145 -4A0C- 8DFF-B 8DF 1B8E6B27 @ apple.com> 

Hi John, 



I hope you had a great holiday! 

As we discussed, hurt: is what 1 think, is the best approach fur ebooks. 

Just like the App Store, we are proposing a principal -agency model with you, where you would be the 
principal and iTunes would sell your product as your agent for your account. In exchange for acting as 
your agent iTunes would get a 30% commission for each transaction. 

On pricing, you would be free to determine whether to distrihutc any particin^Nebli cation through 
iTunes (of course if another cbook distributor was able to sell a book then we ^^Us well); and you 
would be free to establish the price that cBook would be sold. So that wc could ^^>jjlly manage our 
agency role, we propose a corresponding range of prices for books at various stages\ 
publication and distribution evolution. 

Our goal would be to have any hardback book that retails physically for less than $35 to s 
the following tiers, determined by you - 

$12.99, $939. $S. [ J9, $7.99, $6.99. $5.99, $4.99, $3.99, $2.99, $1.99, $0.99 
Any trade or mass-ma rkey book would sell for any of the following tiers, determined by you - 
$9.99, $8.99. S7.99. $6,99. $5.99. $4.99. $3.99. $2.99. $1 .99, $0.99 

For any book that retails for above $35 » it would sell for any of the following tiers, determined by > 
$14.99 and increments of $5 above that (realistic pricing would be less than 50% retail) 

There arc several things wc have to accomplish in order to sell cbuoks at realistic prices - 

• books need to be cheaper to buy than physical 

• you should make less per book since significant costs have been eliminated but still have a healthy, 
profitable sale 

• all resellers of new titles need to be in agency model 

We think These agency terms accomplishes all the goals we both have, I will try to schedule a call for us 
for tomorrow to catch up and determine the next steps. 

— Eddy 

On Dec 21, 2009, at 3:50 PM, Sargent, John wrote: 




January 4, 2010 



E-mail from: 



To: 




"As we discussed, here is 
what I think is the best 
approach for ebooks." 



Hey Eddy, Have been lb inking. Consider this completely blue sky* jwst a bit of brainstorming. 



One of the problems we face is that most companies have contracts under the discount model. So what happens if we 
actually have two icrms of sale. I J 30% agency model with no windowing. 2} Discount mode] that includes windowing 
(essentially no change from the current terms we offer)? Everyone decides which model to buy under. 
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Apple's and Publishers 7 Goals Align 



January 4, 2010 



E-mail from: 



To: 




Hhachette 
BOOK GROUP 

David Young 



"After talking to all the 
other publishers and seeing 

the overall book 
environment, here is what I 
think is the best approach 
for ebooks." 



Subject: iTunes 

Date: Mon, 04 Jan 201009:21:47 -0800 

From: Eddy Cue <cue@applexom> 

To: David Young <dav id yo u ng @hbgu sa .co m> 

Message-ID: <953BE52E-855D-45EO-83E5-A40C6EG7A6DE@apple.com> 



PX-0041 



Hi David, 

I hope you had a great holiday! 

After talking to ail the other publishers and seeing the overall book environment, here is what 1 think 
is the best approach for ebooks. 

Just like the App Storej^ are proposing a principal -agency model with you, where you would be the 
principal and iTunes uwuld sell your product as your agent for your account. In exchange for acting as 
your agent iTunes^^md get a 30% commission for each transaction. 

On pricing, ,jf Amid be free to determine whether to distribute any particular public alien through 
iTunes (oir A if another ebook distributor was able to sell a book then we would as well); and you 
wouldJr Aq establish the price that eBook would be sold. So thai we could efficiently manage our 
agejr ywe propose a corresponding range of prices for books at various stages in a book's 
f and distribution evolution. 




pal would be to have any hardback book that retails physically for less than $35 to sell for in any of 
fallowing tiers, determined by you - 
1.99, $9.99, $8.99, $7.99, $6.99. $5.99, $4.99, $3.99, $2.99, $1.99, $0.99 
Kny trade or mass-markey book would sell for any of the folio wing tiers, determined by you - 
'$9.99, $8.99, $7.99, $6.99. $5.99, $4.99, $3.99, $2.99, $1.99, $0.99 
For any book that retails for above $35, it would seJi For any of the following tiers, determined by you - 
514,99 and increments of $5 above that (realistic pricing would be less than 50% retail) 

There are several things we have to accomplish in order to sell ebooks at realistic prices - 
+ books need to be cheaper to buy than physical 

* you should make less per book since significant costs have been eliminated but still have a healthy, 
profitable sale 

• all resellers of new titles need to be in agency model 

We think these agency terms accomplishes all the goals we both have. 1 will try to schedule a call for us 
for tomorrow to catch up and determine the next steps. 

— Eddy 



- end message - 
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Apple's and Publishers 7 Goals Align 



January 5, 2010 



E-mail from: 



To: 




"After talking to all the 
other publishers and seeing 

the overall book 
environment, here is what I 
think is the best approach 
for ebooks." 



Subject: i Tunes 

Date: Tue, 05 Jan 2010 13:48:21 -0800 

From: Eddy Cue <cije@appJe.com> 

To: David Shanks <david.sharuc@us.penguingroup,coni> 

MessagedD: <CD65BB9B-AB 16-4C88-B05F-E6 145BDB 1 38 1 @apple.com> 



PX-0040 




f would be to have any hardback book that retails physically for less than $30 to sell for in 
t following tiers, determined by you - 
■, $9.99, $8.99, $7.99, $6.99. $5.99, $4.99, $3.99, $2.99, SI ,99, $0.99 
e or mass-markey book would sell for any of the following tiers, determined by you - 
£999, $8.99, S7.99, $6.99. $5.99, $4 99, $3.99, $2.99, $1 .99, $0.99 

r any book that retails for above $35, it would sell for any of (he foi Sowing tiers, determined by 
you - 

$14,99 and increments of $5 above that (realistic pricing would be Jess than 50% retail) 

There are several things we have to accomplish in order to sell ebooks at realistic prices - 

* books need to be cheaper to buy than physical 

* you should make less per book sjnee significant costs have been eliminated but still have a 
healthy, profitable sale 

* all resellers of new titles need to be in agency model 

We think these agency terms accomplishes all the goals we both have, 1 will try to schedule a call 
for us for tomorrow to catch up and determine the next steps. 

— Eddy 



- end message - 
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Hi David, 

1 hope you had a great holiday! 

After talking to all the other publishers and seeing (he overall book environment, here is what I 
think is the best approach for ebooks. 

Just ! ike the App Store, weaare proposing a principal -agency model with you, where you would be 
the principal and iTune<»ouJd sell your product as your agent for your account. In exchange for 
acting as your agenUWhes would get a 30% commission for each transaction. 

On pricing, you/' Jld be free to determine whether to distribute any particular publication through 
iTunes (of or Ml another ebook distributer was able to sell a book then we would as well); and 
you wouW^ JU to establish the price that eBook would be sold. So that we could efficiently 
manaj^ ^gericy role, we propose a corresponding range of prices for books at various stages in 
Slication and distribution evolution. 
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Apple's and Publishers 7 Goals Align 



January 5, 2010 



E-mail from: 



To: 




HarperCollins 
Brian Murray 



"After talking to all the 
other publishers and seeing 

the overall book 
environment, here is what I 
think is the best approach 
for ebooks." 



Subject: i Tunes 

Date: Tuc,05 Jan 2010 13:53:09 -0800 

From: Eddy Cue <cue@apple.com> 

To: Brian Murray <brian.murray@ harpercollins.com> 

Bcc: Keith Moerer <kmoerer@app)e .com> 

Message- ID: <C6 1343SC-2BAG-40BD-9739-A3 1 5% 1 AA544@apple.com> 



Hi Brian, 

I hope you had a g real holiday! 

After talking to ajj the other publishers and seeing the overall book environment, here is what 1 
think is the best approach for ebooks. 

Just like the App Siotiwt are proposing a principal -agency model with you, where you would be 
{he principal and if^es would sell your product as your agent for your account in exchange lor 
acting as your^^riTunes would get a 30% commission for each transaction. 

On pricing Vwould be free to determine whether to distribute any particular publication through 
iTune^r Jrse if another ebook distributor was able to sell a book then we would as well); and 
you^ Jt free to establish the price that eBook would be sold. So that we could efficiently 

fir agency role, we propose a corresponding range of prices for books at various stages in 
^publication and distribution evolution. 

I would be to have any hardback book that retails physically for less than $30 to sell for in 
f die following tiers, determined by you 
£l2,99, $9.99. $8 .99, $7 .99. $699- $5 .99 , $4.99. $3.99, $2 .99, $1 ,99, $0 .99 

/ trade or mass-markey book would sell for any of the following tiers, determined by you - 
$9.99, $8.99, $7 .99, $6 99. $5.99, $4 .99, $3 .99, $2.99. $1,99, $0,99 

For any book that retails for above $35, it would sell for any of the following tiers, determined by 
you - 

$14,99 and increments of 55 above that (realistic pricing would be less than 50% retail) 

There are several things we have to accomplish in order to sell ebooks at realistic prices - 

• books need to be cheaper to buy than physical 

• you should make less per book since significant costs have been eliminated but still have a 
healthy, profitable sale 

• all resellers of new titles need to be in agency model 

We think these agency terms accomplishes all the goals we both have. I will try to schedule a call 
for us for tomorrow to catch up and determine the next steps. 

— Eddy 



PMntlfTs' Eitilb+e 
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- end message - 
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Apple Acts to Facilitate Conspiracy 





"[A]ll resellers of new titles need to 
be in agency model. . . ." 
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January 11, 2010: Identical Draft Agreements 

Sent to Publishers 



Subject: Apple 

Date: Men, 1 1 Jan 21)10 13:27:44 -fttBX) 

F-'rom: Kmr, Sad <»,iuilj'.i|>pli:j.'iMii> 

1 o: <joh Hoarsen I!" iiUL-tiiill!in.i:iii:i> 

Cc: Kevin Sad -J.^ul iijpLs.torre. . Ltldy Cue « 

<kmoerer@aiJple.com>' 

M^ai ID: <6B2B706D-39Arj-4265-BE45-A2E 




"Please find attached Apple's proposed 
eBook Distribution deal for your review." 

v 



Subject: Apple 

Dane: Mon, ll Jan 2010 13:29:47 -0800 
l-ruiii: Kevin Sail I <k>aiil» :ipt>k co:-i> 
'] o: <iiu\hl.yiHiiiir*' :ihfuwxam> 
^^JievLn^j|uUkKad^ple.conv>, liddy fue -sc lie* 1 apple, com:-, Keith Moener 



l'Y; -ii„i mi: w ,.l \|.|:k ■. pilled eBook DisO 
r.: 1 - i-'-l -Ae |i,h'k .,".Mro h- 'a.irkire vulh v.v.i jr. 
hasn'i already. Keitfi Moerer will be contacong yo 
nwc:lne io iMmikk -As itwfi :i L ';eemem anil iHherr. 

Hl-M If.Mltl.., 

Kevin Saul 
[ jail Affiant 



Subject: Apple 

Dmc:Mon,llJ a nJflllHS:2H:3».(l«lK] 
l-rom: Km in Saul <k -.iin IS apple £om> 

Cc: Kevin Suit <ksaul@tpple.cotn> Eddy Cue <cue® apple .com>, Ke 

<:k-i:vi.-:-- .i fik i i .ni> 

Mc^ai* til: <*CIICIZlJf ; l: IJA42 45C1L 'HICIJ "Jia, I Af yi i7.lr.tf :.^|,V-..„ 



Please find attached Apple's proposed eBook Distribution deal for your 
review.-. We hMk miwuhI -•» vorlirj; with you . i r : I your Warn. If ho 
ha>n'i .ilTeiah . K-.' i :h Moerer -m! K: .:eril.iel' - -:' ■- i - <u to artar.ee a 
1 1 il'l" : i ivj ll' Ji^i>v .:■.!.■ dull acre; men :md omct business isnns-. 
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proposed eBook Distribution deal for your 
working with you and yow team, [f he 
ling you to arrange a 
other business terms. 



Kevin Saul 
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Subject: Apple 

Date; Men, 1 1 Jan 2010 S3:30:*6 -0STO 
Fiom: Kevin Saul <kvi, I ■■ a. 'fie cor:r> 
To: >VLlLiii:l>lurikM'i u v|ieiejui[ieioii|i ^in: 
^Cc^evjt^MU^saiilgiirJg^ Eddy Cue <cue @appLejct: 



Subject: Apple 

Date: Mori, 1 1 Jan 3010 13:31:52 -0800 
l : mm: Kevin Saul <ks:mlS< ippte~i>nc> 
To- <«irolyn.reidy*»imon»nd!whu>leT.«>iTe> 

Cc: Kevin Saul <ksaul@apple.com>, Eddy Cue <fue@apple.com>, Keidi Moener 
<kmoerer@apple.eort>> 

Message-ID: <F I A29C&E- BPS 1 -4065-8 A 1 A-ED 1DEC77C493® apple /sim> 



Plea-* ;ind attached Apple's proposed eBook Distrik:(ion deal for your 
rcv-ici* Wc lixik -erw.ml ta wni ng vriih you am: your team. If he 
hasn't already, Kciih Moots- will he contacting you io arrange a 
meeting to discuss I he cral I afiucmiinl and iHhoi hiteincvi Icrmx. 
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From : Reidy, Carolyn <Carolyn Rddy@SimonaTKisctiuster.com> 

Sent: Thursday, February ] 1 , 201 10:47 AM 

To: Eulau, Dennis <Dennis.Etilau@Simonandschuster.com>, Rivlin, Elisa 

<EI i sa.Ri vli n@ Si m onandschu ster com> 
Subject: FW; PRIVILEGED AND CONFIDENTIAL: APPLE 



From: Reldy, Carolyn 

Sent: Thursday, February 11, 2010 10:46 AM 
To: Moonves, Leslie 
Cc: lanniello, Joseph 

Subject: PRIVILEGED AND CONFIDENTIAL: APPLE 



Dear Leslie: 

I wanted to keep you up to date on the status of our EBook negotiations with accounts. I apologize in advance for the 
length of this email, but I wanted to give you a full picture because I believe that within a few weeks Amazon will try and 
□ punishO us in some way. 

As you know, we signed a one -year contract with Apple designating them as an Agent to sell eBooks for us, at a 30$& fee. 
This enables us to set the price to the consumer on our e Books, with certain agreed ceiling prices on some new releases 
and bestsellers. The Apple (Tunes eBook store will go live around the end of March [exact date not yet determined). In 
order to not be in a situation whereby we must price our adult new release eBooks sold through Apple at $9.99, 
undercutting one of the reasons for making the deal, we need to change our eBook selling terms with our other 
eRetaiiers before that date. 

While we told Amazon that we were going to change to the Agency model before the iPad was announced, we have not 
yet sent our new contract over to them. Before we had even drafted It, Mac ml I Ian, as you Live seen in the press, flew 
out to discuss their new Agency terms with Amazon, and had a very ugiy and public fight with them: for a week Amazon 
removed the UbuyD buttons on all of Mac m ilia n Us physical books from the Amazon bookstore and removed all the 
eBooks entirely from its site. Amazon did come to terms with Macmillan on an agency approach, it appears, and in fact 
stated publicly that it would have to give in to MacmillanDs demands for higher prices because of MacmillanDs 
D monopoly □ on Its titles (we of course call it copyright). Their settlement with Macmillan was very quick and we 
believe it was because the backlash on their actions was so strong and negative. Their own consumers were incredibly 
vocal in their displeasure with Amazon, both for its QBig BrotherD actions (removing sample chapters that customers 
had downloaded of Macmillan titlesUan effect we have to believe they were not aware would happen; making it 
impossible for a customer to even list a Macmillan book on his/her wish list) and for presuming to decide what 
customers could or should huy {many customers said they could very well decide for themselves if books were worth 
more than $9.99). Even though about 1/3 of the comments on the site supported Amazon and its pricing, a full half to 
two-thirds were extremely critical. Secondly, Wall Street punished Amazon severely, and it lost over 6% of its value In 
two days after taking down MacmillanDs books- 

Igive you this background because It appears that Amazon has decided that we are the next □ Apple publisher □ they 
are planning to negotiate with. We have heard that other publishers with whom Apple has announced deals have.se nt 
revised terms to Amazon and each has been told that Amazon is not ready to talk to them. We, on the other hand, 
have just received from Amazon Don Tuesday Ca copy of a contract based on the Agency model reflecting the terms 
they would like to see. We believe that Amazon ns strategy is to take the publishers who have come to terms with Apple 
on one at a time from small to large LJ skipping Hachette because their CEO has been so clear in public that he has a 
□slush fund □ precisely to withstand any shortage in sales caused by an Amazon □war.D 
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"In order to not be in a situation 
whereby we must price our adult new 
release eBooks sold through Apple at 
$9.99, undercutting one of the reasons 
for making the deal, we need to change 
our eBook selling terms with our other 
eRetaiiers before that date." 



Apple's MFN Compels Publishers to 
Move All Retailers to Agency 



Publisher 



r§> $12.1 



Establishes retail price 




$9.10 



Publisher receives 70% before 
author royalties 



o 

LJ Apple 



r^> $12.1 



Sells to consumer 
at retail price 




Amazon 



;<&> $9.99 



Establishes retail price 








Consumer 



$12.99 



Consumer 



$9.99 



Apple's MFN Compels Publishers to 
Move All Retailers to Agency 




Publisher 



r§> $12.1 



Establishes retail price 




$7.00 



Publisher receives 70% before 
author royalties 



o 

LJ Apple 





Has pricing MFN; lowers 
price to match Amazon 




Amazon 



;<&> $9.99 



Establishes retail price 







Consumer 



$9.99 



Consumer 



$9.99 
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Subject: Re: today 

Date: Tue, 13 Apr 2010 05:39:43 +0000 

From: "Pete Alcorn" <palcorn@apple.com> 

To: "Oliver Schusser" <scbusser.o ©euro .apple .com> 

Message-ID: <n0CA20D7-7DlE^41AB-9C7E-0DC362660CEE@apple,com> 



Yep, I'm very happy with the outcome. Thanks for that note to Corinna -- that should get us kicked 
into gear there. 

Interesting conversation with Keith after about MFN. He definitely feels the pain and frustration of 
selling that MFN. I told him that I think he and Eddy made it at least halfway to changing the 
industry permanently, and we should keep tlie pads on and keep fighting for it. I might regret that 
later, hut right now I feel like it's a giant win to keep pushing the MFN and forcing people off the 
ainazon model and onto ours. If anything, the place to give is the pricing -- long run, the mfn is 
more important. The interesting insight in the meeting was Eddy's explanation that it doesn't have 
be that broad - any decent MFN forces the model. Possible to claim that we don't really need the 
MFN in DE and FR, but then, it shouldn't be hard for thenubs there- to sign up to it, 

Publishers in UK: Hachette, Penguin, Macmillan 
Publishers in DE: Holtzbrinck, Bonnier, Dromer/Knaur 
Publishers in FR: Hachette, Editis (Planeta), Flammarion (RCS) 

Why would we stop at 37 Seems like we should go a bit broader to ensure success (I 
count!). We should negotiate with Random House in the EU - might be a different read 
they'll want the attention. We should also go after Oxford in a big way to get the UPs moving 
lots of titles there. We should work with Fabcr and the Alliance to see if we can shake all of ■' 
loose. 

Re programming, let's talk about it. Need to get your thoughts in snore detail. 

As for negotiation, it would be great to have your support on the front end. With you and I and 
Corinna, we come in with three different perspectives. After we bag a couple, the existing partners 
become the third man, plus I'll start to internalize your perspective, as well as Corinna's. 

Talk to you in the m ing, 



On Apr 12, 2010, at 8:44 PM, Oliver Schusser wrote: 

Good meeting, we now have clarity on: 

- launch date end of May 

- launch countries UK, DE and FR 

- standardized Euro pricing across Europe 
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"I feel like it's a giant win to keep 
pushing the MFN and forcing people 
off the amazon model and onto ours.' 



"The interesting insight in the meeting 
was Eddy's explanation that it doesn't 
have to be that broad - any decent 
MFN forces the model." 
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From: Fu1 au , Den n i s < D en n i s Eu 1 au @ % i mona nd schuste r com > 

Sent: Tuesday. December 22. 2009 S:44 AM 

To: Reidy, Carolyn <Cardy n Reidy^ Simonandschuster com> 

Sublet: Re Apple -- CONFIDENTIAL 



I will play with (his today.. .30% margin will be steep.,. 30% to them -^H t0 tne author and then^Hto us - based on a 
$12.99 price. ..much less then we get now. I realize we can' I keep what we have but Ihis will be a real big change. ..more to 
come. 



From: Reidy, Carolyn 

To: Eulau, Dennis- Selleck, Michael; Rivlin, Elisa; Hirschhom, Elinor H, 
Sent: Mon Dec 21 12:03:33 2009 
Subject: Apple -- CONFIDENTIAL 

Eddy Cue phonec me this morring (rather tban come ir for a visit). He wanted to r elay his conclusions, having met with 
all the major publishers and looked at the online retailing market once he got home. He had four points: 

1. It is important that Apple make "at least some money" on the endeavor of selling eBocks. so a 30% margin, like they 
have in the APP Store, is essential to them; they "need that". 

2. It is important to Apple that there be "some level of reasonable pricing." They feel the only way to get this is for the 
irdustry to go to the agency model, like with the APP store - so the publisher sets the prices to the consumer; they feel 
it's a "better way to do it", unlkc our usual terms of sale. 

3. When he looked at sales in the "physical world ', he noticed new releases were being sold for S8-15 (I don't know if 
he means physical books being sold online or physical books being sold in physical outlets, but a quick check of three of 
our titles on Amazon agrees with this conclusion for their current book pricing of bestsellers.) Therefore they feel that 
new release e Books should be priced at $12.99 - this is for "rormal books" that have a SPP of 525-30 in the physical 
form. Thus they'd be sold for "a little less than the real world". 

Obviously publishers would make less than in the physical world, but we'd also remove costs and perhaps sell more. 
Would we make the same, he? asked? I told him our models, worked on this summer, implied that pricing to the 
consumer would be around that price. 

I asked if that meant Apple thought all eBooks should be priced the same. He said ro, he thought pricing could vary 
from 99 cents tD $12.99 but he thought orly "specialiied" books, including hooks with color in them, which they hoped 
to sell, could/should be higher, I explained our thinking on Stephen King (not wanting to penalize the paper book 
reader), but didn't get a specific reaction. 

When I asked, "so you see no retail discounting," he said: "Vou ore doing the discounting, you are directly offering the 
consumer a bargain." 

When they thought it through, they didn't think anything else would keep the market from its cu rrent pricing 
"traiincss." 

4. We would have to "get everyone else to go to the agency model." When I said, "but of course we can't talk to our 
competitors," he said he didn't mean other publishers, but our accounts to which I replied, if we make these our 
terms, then they ate our terms. 

In conclusion he asked that after we've had time to digest and discuss this, we/I write him an email with our reactions 
and thoughts. 




"We would have to 'get everyone 
else to go to the agency model' 
When I said, 'but of course we can't 
talk to our competitors,' he said he 
didn't mean other publishers, but 
our accounts - to which I replied, if 
we make these our terms, then they 
are our terms." 
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Subject: Book Publisher Update 
Date: Wed, 13 Jan 2010 08:26:46 -0800 
From: Eddy Cue <cue@ apple com> 
To: Steve Jobs <sj obs @ apple .com> 

Bcc: Kevin Saul <ksaul @ app le .com> , Keith Moerer <kmoere r@applc.com> 
Message-ID: <042C7E35-8C63 -4FCA -BTJBE- BFA AFF461 95C@apple x;om> 
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We met with 3 book publishers {Penguin, Hachette and Harper Collins) yesterday. One of them, 
arc meeting again today because the CEO became unavailable. 

The response from both Penguin and Hachette was very similar - 

• willing to do an agency model 

• go agency model tor new releases with everyone else 

• agree that digital books should be cheaper than physical but 

• need a higher tier(s) 

They want to work with us and think we would be great for the industry and customers but if the 
only choice is take $5-6 less for an ebook than today, they would prefer to holdback on Amazon 
and play that out, 

Today, we are meeting with 3 other publishers and I will let you know what they say. 
Eddy 




- end message - 



"The response from both Penguin and 
Hachette was very similar - 

• willing to do an agency model 

• go agency model for new releases 
with everyone else" 
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Subject: Book Pricing update 
Date: Sal, 03 Apr 2010 03:13:41 -0700 
From: Eddy Cue <cue @ app le .co m> 
To: Steve Jobs <sjobs @ apple ,com> 

Message- ID: <7BB78A4B-013A~47CF- A66F-EA7 1 C5EDB3 12@ apple .com> 



PX-0058 



We have reviewed all the books on Amazon and they have switched to agency with the publishers. 
Here is what they look like on Amazon. Note the disclaimer on each product detail page below 
("This price was set by the publisher"). 



We are changing a bunch of Penguin titles to $9.99 as 1 write this to because they didn't get their 
Amazon deal done. 

Overall, our NYT bestsellers and new r releases are the same as Amazon, 
— Eddy 



- end message - 



"We have reviewed all the books on 
Amazon and they have switched to 
agency with the publishers." 
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From: Steve John <sjobs@apple.com> 
To: Eddy Cue <cue@ apple. com > 

Subject: Re: Book Prices Thoughts 
Received(Date): Thu, 14 Jan 2010 18:23:09 -0800 

J can live with this, as long as they move Amazon to the agent model too for new releases for the 
first year, if they don't, I'm not sure we can be competitive... 

Stove 



if they are offering a $26 book to Amazon 
On Jan 14, 2010, at 6:04 PM, Eddy Cue wrote: 

Here is the pricing I think will push them w very edge and still have a credible offering in the market. 
These arc the highest individual iTunes prices as each publisher can choose a lower price if they want. 

List Price Wholesale iTunes 70% DifF 
$20.01-22.50 SI 0.00-1 1 .25 £9.99 $7.00 $3.00-4.25 
$22.5 1 -25.00 SI 1 .25- 1 2.50 $ 10.99 $7.70 S3.56-4.80 
$25.01-27.50 $12.50-13.75 $12.99 $9.10 S3.40-4.65 
$27.5 1 -30.00 $ 1 3 .76- 15.00 $14.99 $10.50 $3.25-4.50 
$30.0 1 -35.00 $ 1 5.0 i - 1 7.50 $ 1 6.99 $ 1 1 .90 $3. 1 0-5.60 
$35.01-40.00 $ 1 7.5 1-20.00 S19.99 $ 14.00 $3.51-6.00 

The other point I want to get is lowering the price while the book is on the NYT Bestseller List. This will 
be hard to get because they will be losing an additional $1 .40, but we should try. 

When a book that list for $30 or less is in the NYT Bestseller List than the iTunes price will be no greater 
than $12.99. Between $30.01-35 in the NYT Bestseller List, the price will be no greater than $14.99. 

— Eddy 




"I can live with this, as long as 
they move Amazon to the agent 
model too for new releases for the 
first year. If they don't, I'm not 
sure we can be competitive. . ." 
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Publishers Recognize MFN Forces Them to Agency 



January 20, 2010 















John Sargent 












MACMILLAN 








Meeting 






f 

Russ Grandinetti 
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I Publishers Recognize MFN Forces Them to Agency 



January 20, 2010 



John Sargent 

MACMILLAN 



Meeting 



Russ Grandinetti 



* Jan 27 Lh : Brian sent an e-mail saying they have decided to go to the agency model. 

"In the interest of "no surprises", I wanted to let you know that we decided to change our ebook model 
for new releases to an agency model. Late last night we reached an agreement with our first agent, 
Apple. This wasn't a simple or easy decision but we've made it, I know that you are considering the 
implications of these changes. We will be ready to discuss this with you as soon as you are ready." 

Maemillan: 

Jan 20 M : Russ met with John Sargent in NY. John indicated that he was working on an agency model but 
his plan was to offer both an agency and reseller model. 



Jan 21 s ' John and Russ by phone, 
agency model only and waj 




:ed that the Apple contract required him to only offer the 
r ough options with Russ, Russ indicated XXXXXXXXX 



r xxxxxxxx 

ihg to Seattle for meeting. 



"Jan 20 th : Russ met with John Sargent in NY. John 
indicated that he was working on an agency model 
but his plan was to offer both an agency and 
reseller model." 
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Penguin: 

No meeting? or conversations about agency models. We have reached out but not been called back. 
Hachette; 

Jan Z0" h in NY. Laura met with Maja Thomas (head of digital for US who reports to David Young) Maja 
said they were looking at agency models but hadn't spoken to us about them assuming we would be 
uninterested. Stated that iheir lawyers had told them that they could only offer one model (either 
agency or reseller) but not both. 
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Publishers Recognize MFN Forces Them to Agency 



January 20, 2010 




Meeting 





John Sargent 

MACMILLAN 



Dinner 




Eddy Cue 
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I Apple Insists Macmillan Go to Agency with Everyone 



January 20, 2010 



January 21, 2010 




Meeting 





John Sargent 

MACMILLAN 



Dinner 





> 






Eddy Cue 
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E-Mail 
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I Apple Insists Macmillan Go to Agency with Everyone 



January 20, 



Subject: Re: iTunes 

From: "Eddy Cue" <cue@appk.com> 

To: "Sargent, John" <jorm.sargent@macmiIIan.com> 

Cc: "Brian Napack" <brian.napatk@niacmillaa.com> 
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John Sargent 



MACMILLAN 



"I am willing to give up on many. . .points. . . . The 
stumbling block is the single large issue that we 
clearly had a misunderstanding about." 



MAUV11LLA1N 



> being absolutely readable to ask for (remarkable that you guys just 

> say no to everything and still appear somehow to be reasonable!}. The 

> stumbling block is the single large issue that we clearly had a 

> misunderstanding about. 1 was clear in my head with what your position 

> was. Brian was clear as well after his discussion with Kicth. Somehow, 




"I understand. I don't believe we are asking 
you to do anything, you haven't told us you are 
doing. We are just trying to get a commitment." 



> 1 asked Kevin \o send changes we discussed to Brian tonight. Please try 

> to make your guys available tomorrow for Kevin as I think it will help a 

> lot and we miming out of time. 

> 
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I Apple Insists Macmillan Go to Agency with Everyone 



January 20, 2010 




Meeting 





John Sargent 

MACMILLAN 



Dinner 
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Eddy Cue 
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January 21, 2010 
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John Sargent 

MACMILLAN 




Phone Call 
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Apple MFN Requires 
Macmillan to Move Amazon to Agency 



January 20 
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January 21, 2010 



• Jan 27 L : Brian sent an e-mail saying they have decided to go to the agency model. 

"In the interest of "no surprises", I wanted to let you know that we decided to change our ebook model 
for new releases to an agency model. Late last night we reached an agreement with our first agent, 
Appfe. This wasn't a simple or easy decision but we've made it. I know that you are considering the 
im plications of these changes. We will be ready to discuss this with you as soon as yo j are ready." 

Macmillan; 

Jan 20 M : Russ met with John Sargent in NV John indicated that he was working on an agency model but 
his plan was to offer hoth an agency and reseller model- 
Jan 21 s1 ' John and Rus& by phone. John realized that the Apple contract required him to only offer the 
agency model only and wanted to talk through options with Russ, Russ indicated XXXXXXXXX 



Jan 22" : John ai 




;xxxxx 

(mi rig to Seattle for meeting. 



"Jan 21 st : John and Russ by phone. John realized 
that the Apple contract required him to only offer 
the agency model only and wanted to talk through 
options with Russ." 



J 



Penguin: 

No meetings or conversations about agency models, We have reached out but not been called back. 
Hachette! 

Jan 20 h in NY. Laura met with Maja Thomas (head of digital for US who reports to David Young) Maja 
said they were looking at agency models but hadn't spoken to us about them assuming we would be 
uninterested. Stated that their lawyers had told them that they could only offer one model ■(either 
agency or reseller) but not both. 
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Russ Grandinetti 
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3:07 p.m. 
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Brian Murray 

HarperCollins 




E-mail from HarperCollins 

CEO Brian Murray to 
Mr. Cue indicating that he 
cannot do the deal with 
the pricing MFN 




From: 
Sent: 



Subject: 



Redmayne, Charlie 

Thursday, January 21, 2010 3:30 PM 

Murray, Brian {HarperCollins US-) 

Re: 



PX-0310 



Well you've pulled the pii :) - bul I think this Is spot on. 



From: Murray, Brian (HarperCollins US) 

To: Redmayne, Charlie; Huise, Leslie; ZafTiris, Robert; Allessi, Ana Maria 
Sent: Thu Jan 21 20:10:04 2010 
Subject: FW: 



From: Murray, Brian (HarperCollins US) 
Sent: Thursday, January 21, 2010 3:07 PM 
To: Eddy Cue 
Subject; 

Eddy J 

Me very much appreciate and want to support your efforts to bring ebooks to consumers on your 
platform. Having said that, the terms of your current proposal have widespread implications 
for our business, authors and trading partners, particularly as it relates to hardcover 
releases. If we followed your proposal we have potential for backlash from consumer, authors 
and current retailers- 1 really don't feel that I have the time I need to work through the 
issues on your timeline. 

However, in the interest of getting a deal on your short timeline, we have two separate 
proposals that we can do now: 

1) For all titles greater than three months old: 
-- 30% commission 

— No MFN to catalog, usage rules or timing 

-- And we'll work with you further on how to include new frontlist. I can't make promises 
when I haven't had time to work out the implications of your deal. 

OR 

2) For the entire catalog: 

" 10% commission on new Hardcovers 

No MFN to catalog, usage rules or timing 
-- Shorten the time period during which we need to match the lowest customer price in the 
marketplace to two months 

The 18% commission solves many of the issues I have to work out. 

For both, we want to be sure that there's flexibility in the pricing grid to price according 
to market conditions --a surprise hit that we keep in hardcover for a long time, for 
example. As written it appears quite rigid, Leslie will discuss with Kevin. 
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Apple Enlists Publishers to Convince Other Publishers 




HarperCollins 



Spoke on the 
phone for 
approximately 11 
minutes 




Cue called 
Macmillan 
CEO Sargent 
for approximately 2 
minutes 




Sargent called 
Murray for 

approximately 
8 minutes 



Brian Murray 



HarperCollins 



HarperCollins 



HarperCollins 
ultimately agreed to 
the MFN and signed 
the Apple Agency 
Agreement on 
January 26 
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Phone Calls Between Publisher Defendant CEOs 
in December and January 




HarperCollins 



I Penguin 



David Shanks 



MACMILLAN 



John Sargent 



hachette 

BOOK GROUP 



David Young 



Calls Between Publisher Defendant CEOs 
from December 1, 2009 to January 31, 2010 
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December 2009 



January 2010 



From; Eddy Cue <cue@apple.ct>m> 

Sent: Saturday, January 23, 201 8:35 PM (GMT) 

To: Sargent, Jphn <John, Sargent@macmiilan.com> 

Subject: Re: Update 



PlaLntiilh' Kxhibil 

PX-0020 



give me a call on my cell I 
eddy 

On Jan 23, 2010, at 3:30 PM, Sargent, John wrote: 




John Sargent 

MACMILLAN 



"Hey, do you have any more in, or still at 3?" 



ft 



Eddy Cue 




"give me a call on my cell 



Exhibit 40 

Cue 
03/13/13 

K. Schroeder 
csr, rpr, cerr 



Confidentiality requested by Sidley Austin LLP 

pursuant to Tex. Bus. & Com Code, Section 1 5. 1 0(1) MAC 0043609 

and any other applicabte slate laws 



Subject: Re: Announcement 

From: "Eddy Cue" <cue@applexom> 

To: "Shanks, David" <david.i 

Date: Fri, 22 Jan 20 1 1 8:54:02 +0000 



I'L.iiiIiUs I vMhil 
I S v Apple 



PX-0029 



Hopefully this is not an issue but if it is 1 will cali you at 4pm. It would be a huge mistake to miss 
this if we have 3. 



Am 



David shanks "My orders from London. You must have the 



'enguin 



fourth major or we can't be in the 
announcement." 



i 




Eddy Cue 




"Hopefully this is not an issue but if it is I will 
call you at 4pm. It would be a huge mistake to 
miss this if we have 3." 
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Cue 
03/13/13 

K. Schrocder 
csr, rpr, ccrr 
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Subject: Book Publisher Update 
Date: Sat, 23 Jan 20 1U 16:22:27 -OS0O 
from: Eddy Cue <cue#apple.com> 
To: Steve Jobs <sjobs(^ apple .com> 

Menage Hi: <h,hcadbd:^ i:[t7c- nx'6 kof> »r> i oi KW.-ippic.a>i..> 



None were signed unlay though nil publishers worked <ui them. At this point, there are no material 
issues with the agreements bin that can obviously change until they get signed. The process, is very" 
slow because they havx- never done an agreement like this and given nil the issues they have had 
with their existing partners, they want to make sure they don't make a huge mistake. In addition, all 
these guys use external lawyers to review what their internal ones do m if makes everything slower. 
[ know we arc way past where we should be with them getting signed, but 1 am pushing them really 
hard (even to the point of kilting the deal). I hope we can get signed tomorrow because all of them 
at Ibis point are really close. In my mind, I have an absolute drop dead of Mon! 

ah Simon & Schuster 

We have gone through two red lines today. We expect Iheir final version late tonight. I have also 
talked to the CKQ. Carolyn, several times today md there are no issues, 

a"s Penguin 

No change here, he is waiting for the othere to sign. We have executable?; ready to sign but he 
wauls an assurance that he is I of 4 before signing (not in die contract)- 

MacMillan 

We just got a red line from them so we are about to go through it. I also talked to the CEO, John , 
several times today and there are no issues, 

as line lie lie 

Got the rcdlinc at noon and just finished a face to face meeting. Both sides believe we are done so 
we are sending a clean version by lute tonight to the OvO. He will have a call with Trance in the 
morning. 

X Harper Collins 

[ reached nut to him and told him we had 4 done and he should really re- Consider. Flere was bis 
response - 

Congratulations. You've accomplished a lot in a week or two. 

I will discuss with my team tomorrow. I can't promise that anything will change. 

Is four out of six enough for you to launch the store? I'd assume so, 

t am not going to answer him since uiey are not signed yet, but maybe he will change his mind with 
the news and Murdoch pushing. 

X Random Hnust 

No conversations are occurring but will try one more time when i have 4 signatures in hand. 




"Penguin 

No change here, he is waiting for the 
others to sign. We have executables 
ready to sign but he wants an 
assurance that he is 1 of 4 before 
signing (not in the contract)." 
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Subject; Book Publisher Update 
Hate: Sim 7 24 Jan 201 U 21 :50:27 0X00 
From: Eddy Cue <cue@apple.eorn> 
To: Steve Jobs <Kjohs<&'appIe,com> 

Bee: Keith Moerer <kmoeter@apple .com>, Kevin Saul <ksaul <sP apple .coni> 
Message- ID: <439D6l 17-ECA9-4FC2-9379-25865C1 .594B6 dapple. com> 



1 signed, 3 to go..,. TOMORROW IS BIG DAY!!! 

r£ Hachette 

Signed, 

Simon & Schuster 

We are scheduled to sign at I Oam tomorrow at their offices. 
MacMillan 

We are scheduled to sign at noon tomorrow at their offices. 

I^nguiii ^ 

Once previous two are signed, I will head to their offices to get this one signed. ^^^^m^^^ 

X Harper Collins 

[ got a call from Jonathan Miller asking me my thong hits because he had to James Murdoch. I have 
educated him and he said James and him are getting together widi Rupert tomorrow to discuss. 
Jonathan will call me after his meeting. 

In the meantime, their book CEO. Brian Murray, sent me a proposal tha[ actually got worse than the 
previous I told him to send, I actually think he is idiot* I'm guessing he is reaching out because of 
pressure from James. 

X RuruJom House 

No conversations are occurring . 



"Penguin 

Once previous two are signed, I 
will head to their offices to get this 
one signed." 



— Eddy 



end message 
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From: Sieve Jobs <Bjobs@apple.Dnm> 
To: Eddy Cue <cue@applc,coai> 
Subject: Fwd HarperCollins 

KeceivediDate); Sun, 24 Jan 201022:31:31 OfiOO 
My last email to James Murdock. 



Sent from my iPhone 
Begin forwarded message: 



From: Steve Jobs <s jQbs^ppl&jxmP 
Itote: January 24, 2010 1 1 :3 1 :24 AM FST 
To: James Murdoch <jrm(^cwsfflt.co.uk> 
Cc: Steve Jobs < siobgt&applecom> 
Subject: Re: HarperCollins 



James, 

Our proposal docs set the upper limit fur ebook retail pricing based on the 
hardcover price of each book. The reason we; are doing this is thai, with our 
experience selling a lot of content online, we simply don't think the ebook market 
can Ik successful with pricing higher than $12.99 or $14.99. Heck, Amazon is 
selling these books at $9.99, and who knows, maybe they are right and we will 
fail even at $1 2.99. But we're willing to try at the prices we've proposed. We are 
not willing to try at higher prices because we are pretty sure we'll ail fail. 

As 1 see it, HC has the following choices: 

1 . Throw in with Apple and see if we can all make a go of this to create a real 
mainstream ebooks market at SI 2,9? and $ 1 4.99. 

2. Keep going with Amazon at $9,99. You will make a bit more money in the 
short term, but in the medium term Amazon will tell you they will be paying you 
70% of $9,99. They have shareholders too, 

3. Hold back your books from Amaiwm, Without a way for customers to buy 
your ebooks, they will steal them. I bis will be the start of piracy and once started 
there will be no stopping it. Trust me, I've seen this happen with my own eyes. 

Maybe I'm missing something, but 1 don't sec any other alternatives. Do you? 

Regards, 
Sieve 
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"Throw in with Apple and see if 
we can all make a go of this to 
create a real mainstream ebooks 
market at $12.99 and $14.99." 
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iPad Launches with Best-Selling e-Books at $14.99 





Amazon Prices Its Best Sellers at $9.99 



iaiaeiii 


| http:tf w w w . amazon . cormTru e-Campass-A-M emair-ebDDWdp/BD02ZL3BN A 


GO 
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Close X 1 


12 captures 
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2010 


2012 


Help ? 1 



amazon.com 



Hello, Sign in to get personalized recommendations. New customer? Start here . 
YourAmazon.com i Today's Deals Gifts & Wish Lists Gift Cards 



ewe st Kindle DX Nov/ Shipping 









Shop All Departments 




~Sm Cart ' ! Wish List 


[ Kindle Store 


Buy A Kindle ' Kindle Books Newspapers ' Blogs ' Magazines ' Accessories 1 Discussions ' Manage Your Kindle ' Kindle Support | 



Start reading True Compass: A Memoir on your Kindle in under a minute, Don't have a Kindle? Get your Kindle here . 




True Compass: A Memoir (Kindle Edition) 

by Ed 1 . 1 -, a-d M. <erredv (Author) 

f 237 customer reviews ) 

Digital List Price: $3 5 .00 What s this? 

Print List Price: 53 5 00 

Kindle Price: $9.99 & includes wireless delivery via Amazon 
Whispernet 
You Save: $25.01 (71%) 

Text- to- Speech: Enabled© 

Kindle Books 

+ Kindle Books include wireless delivery - read your book on your Kindle within a 
minute of placing your order. 

* Don't have a Kindle? Get yours here . 



See larger image 
See all product images 
See all 11 customer images 

Share your own customer images 



Formats 


Amamii Price New from Used from 


Kindle Edition, December 25, 2009 


59.99 — — 


Hardcover, Deckle Edge 


519.25 - - 


Audio, CD, Audiobook, Unabridged 


532.99 - - 


Audio, Download 


526.24 or less with new Audible membership 



Customers Who Bought This Item Also Bought 



GAME 

CHANGE 





Buy now with 1-CI iik j 



Deliver to your Kindle or other 
device 



Available on your PC 



Try it free 

Sample the beginning oF 
this book For Free 

Send sample now | 



Deliver to your Kindle or 
other device 



- = = b I = o n o u r = C 



Read books on your computer 
or other mobile devices 



□ 
D 



Get Kindle for PC 

Mac version coming sccr 



Get Kindle for iPhone 
Also ,'.c -<L5 or i = cd Tcucl- 





ITilittifH- Eihifch 

From: Reidy, Carolyn <Carolyn Reidy@Simonandschuster.com> 




Further to our own reports on how publishers hope/expect to the deploy the agency model of selling terms 
broadly across their ebook accounts to retake some measure of control over the pricing of new releases, 
Apple's Steve Jobs essentially confirmed the plan to the WSJ's Walt Mossberg in a brief video interview. 




To: Rivlin, Elisa <E) i sa. Ri vl in@Sim on an dschuster.com> 
Subject: Re Privi leged and Confi denti al : Apple 

Yeah, right. 

From: RMm, Elisa 

To; Reidy, Carolyn; Rothberg, Adam 


Mossberg wondered why someone "should buy a [b]book for $14.99 when you can buy one from Amazon 
for $9,99 on the Kindle or Barnes &, Noble?" A confident Jobs replies, "That won't be the case.... The prices 
will be the same." How in the world will prices be the same? Because if you want to carry brand-new 
ebook reieases r you will carry on the publishers' new setting terms. Or as Steve puts it, "publishers will 
actually withhold their [e]books from Amazon.. .because they are not happy with the price." 

CONFIDENTIALITY NOTICE: 


"Mossberg wondered why someone 'should buy a [bjbook for $14.99 when 
you can buy one from Amazon for $9.99 on the Kindle or Barnes & Noble?' A 
confident Jobs replies, 'That won't be the case.... The prices will be the same.'" 




Subject: RE: Apple 1 
Yes, he did say it. Have gotten one minor blog query, which 1 have so far not answered, so far that lis all, but f 1 


1 


"I cannot believe that Jobs made the statement below. Incredibly stupid." 




From: Rivlin, Elisa 

Sent: Friday, January 29, 2010 12:38 PM 
To: Reidy, Carolyn 
Ccj Roth berg, Adam 
Subject: Apple 

I cannot believe that Jobs made the statement below. Incredibly stupid. 

Steve Jobs Makes It Quite Clear How This Will Work p EXHIBIT 

ONFIDENTfAL 

SS00032637 




ONFTDENTJAL SS0003263S 
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Subject: Re: URGENT! ! 




lcue@apple.com> 

^Lil^J^^L. 1W. UlVVJijl^ X .. bcE876- 1C6F-4F03-9E 1 7-8S6E0D65EB5F@apple.com> 




[ just tried. Call me on my cell J 

Sent from my iPhone 






1 


John Sargent 

MACMILLAN 


Hi Eddy. I am gonna need to figure out our final 
agency terms of sale tonight. Can you call me please? 



I 







0^k Eddy Cue 


"I just tried. Call me on my cell | |." 




K. Schroedef 

r^r rtir. rt-rr 
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linked nature nf the welt were wcrificed Apps were tuit sis easily linked 
or searchable. Because the iPad allowed the use a: both apps and well 
hrowsiinjf, it was nut at war with thr well model. Kiir ir dill olkr 
alternative, for both the consumers and the creators of content. 



Publishing unit Josir/nifistn 



With til 
iPad ant 
illg Iff jo 

Book 
Hst re i.v:i 
Store, w 
There w 

|,*rii i'. ini 
approacl 

L'lHlLJlHni 

i Books 
were hif 
"That 
him tha 
same." 1 
The 



5(14 Waltkb Isaacson 

cheaper than we are, then we can sell them at the tower price too- So 
they went to Amazon and said, "You're going to sign an agency contract 
or we're not going to give you the books * 

Jobs acknowledged that he was trying to have it both ways when it 
came to music and books. He had refused to offer the music compa- 
nies the agency model and allow them to set their own prices. Why? 
Because he didn't have to. But with books he did. " We were not the 
first people in the books business," he said. "Given the situation that 
existed, what was best for us was to do this akido move and end up 
with the agency model. And we pulled it off." 

Right after the iPad launch event, Jobs traveled to New York in Febru- 
ary 2010 to meet with executives in the journalism business. In two 
days he saw Rupert Murdoch, his son James, and the management of 
their Wail Street Journal Arthur Sulzberger Jr. and the top executives at 
the New York Times^ and executives at Time, For turn, and other Time 
Inc. magazines. "I would love to help quality journalism," he later said, 
"We can't depend on btoggers for our news. We need real reporting 
and editorial oversight more than ever. So I'd love to find a way to help 
people create digital products where they actually can make money" 
Since he had gotten people to pay for music, he hoped he could do the 
same for journalism. 

Publishers, however, turned out to he leery of his lifeline. It meant 
that they would have to give 30% of their revenue to Apple, but that 
wasn't the biggest problem. More important, the publishers feared 
that, under his system, they would no longer have a direct relation- 
ship with their subscribers- they wouldn't have their email address and 
credit card number so they could bill them, communicate with them, 
and market new products to them- Instead Apple would own the cus- 
tomers, bill them, and have their information in its own database, And 
because of its privacy policy, Apple would not share this information 
unless a customer gave explicit permission to do so. 

Jobs was particularly interested in striking a deal with the New York 
Times, which he felt was a great newspaper in danger of declining be- 
cause it had not figured out how to charge for digital content, "One of 



"But we also asked for a 
guarantee that if anybody else is 
selling the books cheaper than we 
are, then we can sell them at the 
lower price too. So they went to 
Amazon and said, 'You're going 
to sign an agency contract or 
we're not going to give you the 
books.'" 



Subject: Re: Amazon 





David Shanks 








QPenguin 



"I wanted to tell you before you read it 
on line that we have finally reached an 
agreement with Amazon on our new 
terms of sale. . ..The playing field is now 
level." 

* * * 

"Please keep this to yourself until the 
announcement." 



i 




Eddy Cue 

<3 



"Great news and congratulations! ! !" 
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CONTAINS MATERIAL DESIGNATED AS HIGHLY CONFIDENTIAL PER PROTECTIVE ORDER 



Average eBook Retail Prices for Sony, Amazon, Barnes & Noble, Apple, 

Google, Books-A-Million, and Kobo 

February 2008 - March 2012 



Price 



April 1st, 2010 




-Average Price Hachette 
Average Price HarperCollins 
Average Price Macmillan 
-Average Price Penguin 
-Average Price Simon & Schuster 
-Average Price Random House 
■Average Price All Publishers 



Feb-08 



Jul-08 



Dec-08 



May-09 



Oct-09 



Mar-10 



Aug-10 



Jan-11 



Jun-11 



Nov-11 



Mar-12 



Source: Sony Transactions Data, Amazon Transactions Data, Barnes & Noble Transactions Data, Apple Transactions Data, 
Google Transactions Data, Books-A-Mlllion Transactions Data, Kobo Transactions Data 



"The other point that came out of the conversation was | | view that Indigo 
and the major publishers all have a massive stake in ensuring that the success of 
the physical book as a format continues (they are not making money out of ebook 
sales in the present price wars with Amazon) and that^B would welcome a 
combined meeting on how we might achieve this in Canada." 






Wc would never mxi n ill) Bants and all our competitors. Tic GovcnutvtJ woidd be alt over dial. Wo would mccl separately w itli Inditji 
being Uk facilitator and go between. Thai is lew u c worked with Apple mid the jsn enuneit is still looking imo that. 




0Penguin 

David Shanks 


"We would never meet with Barnes and all our 
competitors. The Government would be all over that. We 
would meet separately with Indigo being the facilitator 
and go between. That is how we worked with Apple and 
the government is still looking into that." 




Tit "ilk.T [Tarn tint cimt owtof lit eoih tTvitioini as ^^^|mo» ilul Indigo jjkI Ut at; jor publishers all lave: a missive sl:iko in ensuring 
■Ikii tlx- su.c\'-.s cifllic plr^kal hix.1, as a fonnai own huts Mhci arc i»1 utikiii^ iwniev oa! olfbooV wile-. uHlt presen price wars. wi(li 
Aiiu/oit) mid ikil | would welcome a co minted meeting on lion we might achieve lliis in Canada, lit wis suggested Unit Rob mighl call such 
a 11 l- clii£ 

Hdvi do wc feel jibou lids'.' k 1 lis tic son of meeting lltit inigit happen with B&N Would ivc w elcoitt a brand le-niiim iili IndigO with our 
eoit^pditojrs? 
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